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Elbow Room for Essentials 


Fa FREE is toll thie weeks the sri It is, of course, not yet over, 
and next week Sir Stafford Cripps, the original inventor of austerity, 
is to disclose his plan for exports, which. will certainly not be. pleasant 
reading for the domestic consumer., But; this. week it has been the turn 
of soothing syrup a Ja Strachey, and ringing protestations of faithfulness 
to destiny at Southport. 

The interval will be welcome if it is used for some clearing of minds. 
The Government have been buffeted in the last few weeks by criticism, 
the range and strength of which must be almost without precedent: No 
doubt they have deserved it. But criticism alone is not enough, and not 
all of the critics would have an answer ready if they were challenged to 
say. what they would do now. When the crisis of 1947 first came over 
the horizon there was no alternative policy in being, either in the ranks 
of the ‘official opposition or elsewhere. Gradually, an alternative is 
crystallising as public discussion continues. But it is neither clear nor 
definite yet and the best service that the Government’s critics can render, 
when their anger is spent, is to give what help they can in clarifying the 
issues and in distinguishing sense from nonsense. There “has been a 
great growth of humility among the members and stipporters of ‘the 
Government in recent months, and if an alternative policy were’ clearly 
and cogently formulated, they might even adopt it as their own, And 
such a turn of events is certainly a far more practicable, and to very 
many people would seem a far more desirable, issue. from our present 
afflictions than a.change, before the General. Election, in the party com- 
piexion of the Government. 


Diagnosis is an essential preliminary to prescription, ail it is necessary 
first to agree on what is chiefly wrong with the British domestic economy 
—except of course for those who still hold that nothing is wrong in these 
islands and that all our troubles come from abroad. The official doctrine 
is that what is chiefly wrong is low output due to insufficient effort—We 
Work.or Want is the slogan... An attempt was made here some weeks 
ago, not indeed to suggest. that this diagnosis is wrong, but to show that 
it is very incomplete.and that it omits the major piece of. the puzzle. 
The‘ general level of output of the community, it was suggested, is. not 
low, but high; what is wrong is partly that it is distorted, and. mainly that 
it is overwhelmed by the wholly unreasonable demands: that the com- 
munity is putting upon it, that lack of supply may be a difficulty, but that 
excess of demand is a much greater. 

This thesis led. to some protest in our correspondence columns from 
Mr. §$; R. Dennison and Sir Hubert Henderson, and the resulting statis- 
tical argument, as often happens, tended to obscure the wide, measure 
of agreement on the main issue. No one would contend that production 
is so high that it might not well be higher; and, equally, few economists 
would argue that there is no danger from the present bloated and inflated 
state of demand. 


"No one would argue against the necessity for harder work and greater 
effort. But indiscriminate higher effort all round is not the remedy. For 
one. thing, there are millions of men and women who cannot work any, 


harder because they are limited by shortages of materials. » And 
for another, the nation does not need more of everything. If 
everybody, throughout the nation, were to work an extra hour 
a day, the main effect would be to concentrate a still greater 


, weight of purchasing power, derived from the payment for the 


extra work, on the few crucial shortages. It can even be argued 
that the nation would benefit if less work were done. in those 
industries which, less essential themselves, compete for man- 
power, for materials and for resources of all kinds with the 
crucial bottleneck industries, those producing coal and power, 
those producing exports, and those producing food. Just as the 
1940 slogan of “ Go To It” would have been more accurate if 
it had been “ Munition Workers, Go to It; the Rest, Keep 
out of the Way,” so now the rugged simplicity of: Work or 
Want” is misleading. The difference is that while the over- 
simplification of 1940 did no harm, that of 1947 may do plenty, 
because it distracts the public’s attention from the crucial 
necessity of giving the essential industries room to breathe, of 
providing for them a labour supply ample to their needs, of 
allowing them to build up the stocks of materials and products 
that are essential to non-stop running, of giving them prompt 
and efficient transport service—all of them things that are 
incompatible with an all-round intensification of activity. The 
most essential thing for the nation to do at present is not to 
put an equal pressure for increased output on all its activities 
indiscriminately, but to do what is almost the opposite, to 
restrain some of its projects so that others may go forward, not 
to try to advance all along the line, but to withdraw units of 
resources for regrouping. 


Another example of the need for clear thinking can be found 
in the country’s programme of capital expenditure. It is 
probably true that the greatest single cause of the present in- 
flationary state of affairs can be found in the fact that the com- 
munity is attempting to carry out more capital expenditure of 
all kinds—in building, re-equipment and restoring working 
capital—than there are resources to implement. It is therefore 
tempting to say that one of the first things to be done should 
be to cut down the capital programme drastically. The Federa- 
tion of British Industries, in the memorandum they published 
last week, suggested a reduction of £450 million, which would 
be about one-third of the total. 

It is perfectly true that the present capital programme could 
and should be pruned. But it is supremely important that the 
process should be a discriminating one. Some capital expendi- 
ture can be postponed—new Government offices and some of 
the housing projects are in this category—but other forms of 
capital expenditure are the most vitally necessary things that 
the country is now attempting to do, since they offer by far the 
best prospect of raising its productive efficiency and increasing 
its exporting power. The way to tackle the capital programme 
is to draw two clear distinctions. The first is between “ pro- 
ductive ” and “ non-productive ” capital, defining “ productive,” 
for once, in the narrow sense of those forms of capital which will 
contribute directly and indispensably to higher output within a 
period of two or three years. A dwelling-house may de in- 
directly productive in the long run, but it is “ productive ” in 
this sense only if it is strictly necessary to get an additional 
coal-miner, farm-worker or export-producer on to the job. The 
second distinction is within the productive category, between 
capital projects that will earn or save dollars and those that will 
not. The order of priority should be dollar-saving productive 
capital first ; other productive capital second ; hon-productive 
capital third. The first category should not be cut at all; im 
deed, one of the objects of the whole policy should be to give it 
elbow room to go ahead more rapidly. This should be, as in 


Russia, the super-priority of all priorities. ‘The second category 


should not be cut very much. The third category’ should be 
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left to take its chance with the rest of the community’s exp 
ture. 

This procedure might very well result in a capital pro 
that was;still larger than the savings available to finance it. 1 
is the more likely because the flow of funds available for cay 


creation has hitherto been swollen by the Government’s overseas | 


borrowings. These have now ceased, and if the capital 
gramme has to be cut down to the total of gross savings 
done by the British people and by business firms, then it 
indeed have to be cut by at least one-third. If this can be done 
by sacrificing only “ non-productive” projects (in the narrow — 
sense used above), then well and good. But nothing could Se 
more akin to national suicide than to sacrifice any. dollar- 
productive projects, or any large proportion of other produce 
projects, to a shortage of savings. If there is a shortage of 
the Government must fill the gap by a true budget surplus of ae 
required amount. 

The task, therefore, is not one of indiscriminate Fe 
for greater effort but of re-sorting and re-alignmnet, of me 
adjustment of the economic machine to new circumstances, 
By what methods is the re-adjustment to be carried out? 
The crucial difficulty, as all the world now knows, is not that. 
of making plans but of carrying them out. How is it to be 
done ? The Economist has been much attacked in recent weeks 
for suggesting that a moderate degree of unemployment would 
help in the process. Mr Shinwell described this as “ an amazing 
doctrine.” 


The Labour Party (he said) believes that we cannot rely ion 
the fear of unemployment and poverty in order to induce the 
workers to respond to the Government’s appeal for higher 
production. 

No one can feel very happy about the conclusion that unemploy- 
ment—even the moderate amount that The Economist con 
templated—is a necessary element in keeping the economy 
under control and responsive to the helm. So far as this 
journal is concerned, it was made clear that the conclusion was 
reached with reluctance. But what is the alternative? How 
little Mr Shinwell has found it possible to abolish the fear of 
unemployment and poverty was illustrated, almost as he spoke, 
by the National Coal Board’s action in dismissing the striking 
coalminers of Grimethorpe. And how little Mr Shinwell has 
discovered anything to take the place of these sanctions - 
shown by the failure of the appeal he made, in person, tot 
same striking miners. i 

Why is there so much unwillingness to face the facts? There 
must be, in every economy, some mechanism for adjusting im- 
dividual desires to collective reality. ‘What alternative 
mechanism have the Socialists to suggest in place of the carrot 
of material rewards and the stick of fear of insecurity—some- 
thing that will work, not in the sweet by and by, but here amd _ 
now ? Can they point to an effective working economy where 
these methods bave been successfully replaced by something 
else ? Of course they are unpleasant. Of course they are 
unpopular. Two resolutions that would be passed by acclama- 
tion at any Congress of Donkeys, held at Southport or 
elsewhere, would be that the distribution of carrots should not 
depend on the amount of work done and that sticks should be 
wholly abolished. But where then would be the motive power 
of the Donkey Economy? - 

The stakes are high. For ourselves, we believe that keeping 
the British economy alive is, for the moment, far more importa 
than anybody’s dreams of better worlds to come. Somehow, 
reinforcements must be rushed to the danger points and unit 
some reason is produced for believing that some other : 
will do the trick, we shall stick to our belief that a moderait” 
degree of clasticity in the labour market is an i Le 













requisite for the and lubrication of the British 
economy. aie eee ee ee oe See 
to avoid ‘starvation. 
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“Uno’s Plan for Palestine 


HE report of the United. Nations Special Committee on 

Palestine contains eleven unanimous recommendations, a 
twelfth agreed with two dissentients, and two plans; of which 
one received seven votes, and the other three, Australia abstain- 
ing in both cases. Of the recommendations, by far the most 
important are the first two, calling for the earliest possible 
termination of the Mandate in Palestine and for the establish- 
ment of an independent state. Noteworthy, too, is the sixth, 
insisting on the extreme urgency of an international arrangement 
to deal with the “ 250,000 distressed European Jews” now in 
assembly. camps; the seventh, which makes a ° “ basically 
democratic ” political structure a prior condition to the grant 
of independence ; and the ninth, demanding that the “ economic 
unity of Palestine ” be accepted as a cardinal principle. 

Of the two plans for giving effect to these recommendations 
the majority’s is a scheme of partition, the minority’s of federa- 
tion. The majority plan would divide Palestine into seven 
zones, of which one, the city of Jerusalem and the immediately 
surrounding villages and towns, would be an autonomous zone 
administered directly by the United Nations through a non- 
Palestinian Governor. The Arab and the Jewish State would 
each consist of three non-contiguous zones. The Arab zones 
would be western Galilee, the hill country of Samaria and Judea, 
and the coastal plain from Isdud to the Egyptian frontier. The 
Jewish zones would be eastern Galilee, the Plain of Esdraelon 
and most of the coastal plain, and the whole of the Beersheba 
sub-district containing the triangular southern part of Palestine 
known as the Negeb. Figures of the exact size of these two 
“states” have not yet been received, but a rough estimate is 
that of some 10,000 square miles of Palestine, about 6,400 
square miles would be in the Jewish State. The populations 
would be approximately: Arab State, 620,000 Arabs, 15,000 
Jews; Jewish State, 550,000 Jews, 500,000 Arabs. 

The plan provides for a transition period of two years 
during which the United Kingdom would carry on the adminis- 
tration under the auspices of the United Nations, with the assist- 
ance of one or more nations if desired. During this period 
150,000 Jewish immigrants would be admitted into the pro- 
posed Jewish State at a uniform rate of 6,250 a month (the 
present rate is 1,500 a month) and the Land Transfer Regula- 
tions, which limit the sale of Arab land to Jews, would not apply 
within its borders. It is further ruled that if the transitional 
period should continue for more than two years, Jewish immi- 
gration should be allowed at the rate of 60,000 a year. 

The minority plan (supported by Jugoslavia, Persia and India) 
provides for a federal state comprising an Arab state and a 
Jewish state, with Jerusalem as its capital, to be created after a 


transition period not exceeding three years. The boundaries 
of the Arab and Jewish federated states in this plan are a good 
deal less favourable to the Jews than in the majority plan: Tn 
particular Jaffa, and the western portion of the Beersheba sub- 
district, including Beersheba town and a strip along the whole 
length of the Egyptian frontier, are assigned to the Arab State. 
There would be full local self-government for the Arab and 
Jewish States, but immigration would be one of the subjects 
reserved for the federal government. The form of the latter 
would depend on the Constituent Assembly, which would be 
elected “by popular vote” during the transition period, and 
therefore presumably have an Arab majority. Immigration 
during the transitional period would be determined by economic 
absorptive capacity as estimated by an international commission 
of three Arabs, three Jews, and three United. Nations nominees. 
An administering authority for the transitional period would be 
appointed by the United Nations Assembly. 

Of these two proposed solutions, the minority plan concedes 
so much both in form and substance of the Arabs’.own demands. 
that it is Curious to find it bracketed with the majority plan by 
the Mufti’s office in Caito in one sweeping rejection. The 
majority plan, on the other hand, goes further in appeasing the 
Zionists than any previous plan for partition. Even the Jewish 
Agency plan discussed by the Woodhead Commission in 1938 
was less drastic. The Jewish State is given some two-thirds of 
Palestine’s total area, both its. ports, most of its vital water sup- 
plies, most of the Arab as well as the Jewish citrus plantations, 
4§ per cent of its Arab and gr per cent of its Jewish population. 
With the important exception of the Dead Sea potash works, 
nearly all Palestine’s industry, including most of the more 
important Arab industries as well as those set up by foreign 
enterprise (neither Arab nor Jewish) would be in the Jewish 
State, although this result would be mitigated by the provision 
of economic union, including a customs union and joint opera- 
tion of the ports and railways. 

It is thus broadly true to say that although structurally the 
two plans—with their separate governments and their central 
agencies—somewhat resemble each other, they nevertheless differ 
profoundly in that the majority plan favours the Zionists (who 
have already given it cautious approval) while the minority plan 
favours the Arabs. This is obvious not only in the very 
striking difference in the territorial arrangements but in two 
points which have always been at the heart of Arab-Jewish 
controversy. The first is taxation. It seems that in the majority 
plan each state will be responsible for its own taxation and thus 
it will not be possible for the very poor Arab community to 
gain any share in the benefits derived from taxing the wealthier 
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Jewish communities and enterprises and it is difficult to see 
how the two states could co-operate for joint economic develop- 
ment schemes if the Arab community had as little to offer as 
would be the case under the majority plan. In the minority 
plan on the other hand, the Federal Government would have 
power to tax for federal purposes and thus the disparity between 
the two communities would be evened out. By far the more 
important point is, however, that of immigration. Under the 
majority plan, each state would decide the matter for itself. 
In the minority plan, a double check is placed on any increase. 
During the transitional period, a body with a non-Jewish 
majority would determine the Jewish state absorptive capacity 
(which would be the objective test). Afterwards, immigration 
would be reserved to the Federal Government which, if it were 
based on strict parity, would permit the Arabs to produce a 
permanent stalemate, and if on democratic principle, would 
give the Arabs a majority. 
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What should the attitude of the British Government be to this 
Report in whose discussion and application they are bound to 
be a prime mover? Generally speaking, the twelve recom- 
mendations—the principles on which the Report is based—can 
reasonably be accepted, with perhaps a few minor reservations. 
But the plans for partition—the specific applications of the 
principles—are on a very different footing. With partition itself 
there can now be no quarrel, even though it is anything but 
a pleasant and effortless solution and, whatever. form. it 
takes, will arouse opposition, even violent opposition. But 
the particular plan of partition put forward by the United 
Nations Committee is both unjust and unworkable. It is un- 
just because far too much of Palestine’s wealth and territory 
has been conceded to the Zionists and some little equality of 
sacrifice there must be at the start if the two communities 
are ever to live side by side. It is unworkable because of the 
distribution of population between the two states, each of which 
would consist of three non-contiguous areas. A Jewish State, 


Arab maj 


be looked for, were it not for the magnets of the oil refineries 


fs would, 
thereare tele Be wad aad moiety taaeet ty pe 
migration. The departure of Arabs from the Jewish State might . 


ee 


and the port installations and industries of Haifa and 
which indeed ae ely to attract stil more Arabs from te 
parched hills of the Arab State. How, then, can a 


state in such boundaries remain Jewish, or a Jewish Sass 
remain democratic ? And if the Arabs are to be driven out 


by various disabilities—insistence on speaking Hebrew, 
instance—how can there be any talk of either political paci 





tion or economic union ? a 
The fact of this internal unworkability makes it all the more 


impossible for Britain to accept any responsibility in administer- 


ing the proposed plan during the proposed period of transition,” : 


Not only is the period of two years far too long in itself, but 
during it the country is to be prepared for partition by the 
injection of Jews at a rate of 6,250 per month, or over four 
times the present rate, a figure which the need to outstrip the 
Arabs might push upward still further. But what under such 
conditions would be the cost to Britain of securing an orderly 
transition ? Keeping order in Palestine has already cost oe 
£35 million a year. The rate would certainly rise during such 

a period of forcible adjustment, and the total cost for the two. 
years might be not less than £100 million. Worse still, it is not 
certain that two years would be enough, and the ultimate dura-_ 
tion of the transition is left open. But far more. ‘important 
Britain than the money cost are its relations with the 
world, which during such a period would inevitably deteri 

to something like open warfare. Britain is not ere fo 
obstruct the United Nations in carrying out such measures, 
but must resolutely decline to be associated with any power or 
group of powers which is prepared to accept responsibility for. 
enforcing them. 


It is important that this should be made clear. The British. 
Government should say of Justice Sandstrém what Andrew 
Jackson said of another Chief Justice: “ John Marshall has given” 
his judgment, now let him enforce it.” The General Assembly 
of the United Nations will be working in an unreal atmosphere. 
unless it is put upon notice that its decisions must be 
accompanied by some consideration of how, and by whom, thepi 
are to be carried into effect. 

What then is the upshot of the United Nations investigation? 
It has established beyond doubt the need both of ending the 
Mandate and of achieving partition. But it has not offered: 
means of relieving Great Britain of an intolerable burden: 
nor has it evolved a workable scheme for partition. Great 
Britain is, however, in a reasonably strong position since clearly” 
no other Power is willing to accept the responsibility instead, 
yet the fulfilment of the plan turns on some outside authority: 
being ready to act for the United Nations. Such a situation 
can, of course, be used to recreate the miserable deadlock of this” 
year, and Mr Bevin would be very ill advised if he permitted 
his Middle Eastern officials to persuade him to avoid or postpone 
once again the decision on partition which must be made. But 
the situation can surely be developed towards an honourable 
solution if the British were now to do what they should have 
done last Christmas—produce a scheme for partition which they 
would be ready to execute—and present it to the United Nations: 
as the only alternative to a British withdrawal this year. Such@ 
scheme would inevitably be less acceptable to the Zionists but 
an equality of discontent is preferable to the furious hostility of 
one or the other side, and if the alternative were a British with: 
drawal and the opening wide of the whole strategic situation in 
the Middle East, the American Government might be prepared 


both to moderate its own Zionists and to co-operate in the — 


execution of the plan. One of the most unsatisfactory features 
of recent developments over Palestine has been the total inability 
of the American and British Governments to work together 


The United Nations report provides a new opportunity for 


Given reasonableness and flexibility 00 


better 
‘both sides, co-operation can perhaps be achieved. 
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Away from. Potsdam 


ES since “the “Allies accepted full responsibility for the 
German people, they have faced two alternatives—cither 
to let them rot in the ruin and dislocation the Nazis had caused 
or to restore them to a self-supporting existence, whatever the 
implications. ‘The Americans and the British, being what they 
are, could never fully accept the former alternative, but neither 
did they unequivocally accept the latter. The result has been 
two years in which Western Germany has not finally and irre- 
vocably collapsed—Allied doles were just sufficient for that— 
but has done no more than cling to the rim of chaos. 

The new Anglo-American plan for the level of industry in 
Western Germany is clearly a step away from the present policy 
of subsidised ruin. It revises in an upward sense almost every 
figure fixed at Potsdam in March, 1946". The increase in heavy 
industry (which formerly accounted for about 65 per cent of 
Germany’s export trade), in machine tools and in the produc- 
tion of chemicals is particularly marked. ‘The new figures, it is 
calculated, would permit Germany to have the level of industry 
prevailing in 1936; but the increased population in Western 
Germany, which has already increased by about 6,000,000 and 
may grow by another 2,000,000 by 1952, means that production 
per head of the population would be 25 per cent lower than in 
1936. This figure is, however, so great an improvement on 
the statutory stagnation imposed at Potsdam that it does seem 
as though a decisive break has been made with the old restrictive 
mentality and a genuine step taken in restoring a Germany that 
can pay its way. 

But is the break really decisive ? Or rather, is it certain that 
all the beneficent consequences that might flow from the new 
plan will, in fact, be worked out—and worked out in time ? 
Nobody should be deceived by the fact that the new plan is 
called a plan for the level of industry. In fact, it does nothing 
to determine what the level of German industry shall, in fact, 
be ; it is not a production programme. Its purpose is simply to 
determine how much German plant and equipment is redundant 
and can be removed as reparations. The real relevance of the 
fact that the permitted ceiling of production in this industry or 
that is now raised to 85 or 90 per cent of the old prewar level 
is only that the plant to be dismantled is reduced to 15 or 10 
per cent. And while the 85 or 90 per cent is permissive 
and remote, the I§ or 10 per cent is meant to be compulsory 
and immediate. It is not a Level of Industry Plan so much as 
a Level of Reparations Plan. Moreover, there is as yet very little 
evidence to suggest that the statesmen, the soldiers and the 
administrators responsible for Germany have yet worked out 
how to get from the present desperate situation to the happier 
picture portrayed in the new plan. The full implications 
of restoring Germany as a viable partner in Western Europe 
have certainly not been squarely faced. On each of these 
scores trouble may lie ahead for the: Allies. 

Sir Sholto Douglas and General Clay made it reasonably clear 
on their return to Germany from the London talks with France 
that a vigorous attempt would be made immediately to “ com- 
plete the programme of dismantlement.” They said that a final 
list of factories would be ready in another three weeks. Then, 
presumably, it is hoped that a lightning operation will clear 
the matter up once and for all. A moment’s reflection must 
show that such a policy is very unwise. Not only is Western 
Germany so crippled by its labour shortage that the diversion 
of the thirty-odd thousand workers to demolitions 
might upset the very modest achievements in industrial revival 








* Details of the new plan are given in this week’s issue of the 
Record and Statistics” supplement to The Economist. 


already recorded. Not only is the transport system so under-' 
mined that it probably cannot carry extra coal even if it is 
brought out of the ground. But the Germans themselves are 
no longer in the mood of 1945. Two years have passed in in- 
creasingly bitter uncertainty and a mass removal of plant now, 
on the eve of winter, would be the signal of a move of political 
resistance which it would be difficult to abate. The German 
trade unions are already reported to have passed secret resolu- 
tions frankly refusing to co-operate. The authorities in the 
states and municipalities may well follow suit. War plants 
proper and possibly some steel plants could be permanently 
closed and scheduled for removal when conditions make it prac- 
ticable, but a “blitz” operation of dismantling now would 
place the seal of certainty on disaster for this winter. 
* 

The difficulties inherent in carrying through a policy of dis- 
mantlement are simply one aspect of the generally low and 
stagnant conditions in the zone, and it must be emphasised that 
the new plan for the level of industry can have no possible effect 
on Germany’s immediate problem—which is quite simply to 
survive the coming winter. The Germans in the towns have 
now lived for two years on rations that have never really reached 
1,550 calories and for some periods have fallen to 800. Their 
physical reserves are used up. And what has happened to: the 
people has happened to their industrial system. Here, too, 
the reserves are used up, the small hoards of raw materials and 
spare parts, the unused capital, the workable equipment. This 
process has reached its climax in the transport system, which is 
expected to break down almost completely when, in November 
and December, the distribution of the local harvest is added to 
the carrying of imported food and the despatch of exported coal. 

The financial situation is admitted by all-to be chaotic, the 
Official price schedules meaningless. And these economic evils 
are reflected in the paralysis among the Germans at Frankfurt, 
where the Christian Socialists, by drawing on the most conserva~ 
tive elements among them, have driven the Social Democrats 
into virtual opposition and produced a stalemate. Yet Western 
Germany needs government almost as much as it needs food. 

If this concentration of evils is not to lead to collapse in the 
critical months of March and April next year, measures must 
be taken now which have, frankly, very little to do with long 
term levels of industry. What is needed is not a “ blitz ” opera- 
tion of dismantling, but an equally violent, rapid and determined 
effort to build up certain sectors—an immediate repair and re- 
placement plan for the railways, the importing now of stocks of 
key raw materials, especially of steel, above all, a frontal attack 
on the food problem, both by much more ruthless requisitioning 
of local food which the farmers are hiding’ in increasing 
quantities and by the securing of a steady pipeline of imported 
grain with six to eight weeks’ reserve stored in the zones. In 
the last two years, food supplies have failed with the utmost 
punctuality in March and a catastrophic fall in coal production 
has followed. It will be almost wholly attributable to 
administrative inefficiency and lack of foresight if the same 
disaster occurs for the. third time next March. 

The one element which is not a question of sensible planning 
is the problem of payment... The increased supplies of food and 
raw materials cannot be met by increasing British expenditure 
in Germany still further. It is also true.that these supplies are, 
to some extent, competitors with the Marshall offer, with which 
Germany is to be associated. But, whatever the fate of the 
Marshall offer, relief for Germany cannot wait until January 
or March. It is as responsible occupying authorities rather 


than as Marshal] planners that the Americans must brace them- 
selves to find means of providing the necessary dollars for 
Germany, not in six months’ time but now. 

The problems generally raised by the new plan for the level 
of industry do not properly belong to the next twelve months. 
They may cast their shadows before, particularly in France, but 
their impact will not be felt until some future year—1950, say; 
or 1951—by which time the effect of greater production in 
Western Germany will have begun to impinge on the European 
economy. The essence of the problem is that by then Germany 
will appear as a competitor to the two principal countries within 
the Marshall plan, France and Great Britain, and this economic 
fact is aggravated in the case of France by the old haunting desire 
for military security. If Western Germany continues to be 
cut off from its old eastern agricultural hinterland, its position 
will very much resemble that of Great Britain. It will need to 
export its manufactures to food-producing areas in order to 
feed its people. Potentially, therefore, there is a direct conflict 
of interest between them. France is likely to be more self- 
supporting in food, but the form in which it fears German 
competition is in an industrial revival based on steel, which 
both absorbs the coking coal which might have expanded 
France’s steel production and recreates military strength. 

But, while it is possible to state in general terms the likely 
conflict of interest in Western Europe, it is much more difficult 
to guess how acute it may become. Will the industrial areas 
of Western Germany in fact be cut off from their old food 
supply ? The issue of German economic unity is not lost 
yet and should be made the principal point at the Four Power 
Meeting in November. Even if, like Arab and Jew, “ Russian 
Germans” and “Western Germans” cannot live politically 
under the same roof, they could at least, perhaps, be given the 
2conomic unity which Uno is devising for Palestine. Nor will 
all German links with Eastern Europe be broken. Even today, 


The Balance of Payments—Ill 


Achieving 


HE preceding article in this series was devoted to a dis- 
cussion of the statistical ratio that has become known as 
“the terms of trade.” In its crude form*it is a simple com- 
parison between an index of import prices and an index of 
export prices. When export prices are high in relation to import 
prices, the terms of trade are said to be “ favourable.” But the 
article went on to give reasons for approaching this concept with 
caution. In particular, it would be wrong to suppose that a 
“favourable ” shift in the terms of trade is all that is needed to 
solve the problem of the balance of payments. Policy has to take 
account not only of the relative prices at which trade is done 
but also of the volume of trade that can te done at those prices. 
The aim should be not merely to shift the terms of trade in 
Britain’s favour, but to achieve such a relationship between im- 
port and export prices that Britain can sell enough goods to pay 
for the necessary volume of imports. 

It follows that any attempt to calculate the probable shape of 
the British balance of payments in a “standard” year of the 
1950s must take account of several variables and will return 
alternative answers varying with the assumptions on which they 
are based ; anything as simple as the official figure of a 75 per 
cent increase in volume is almost certainly wrong 

There are, in fact, four Sinai ai a wcities The first 
concerns the definition of “ the necessary volume of imports.” 
The calculations are usually done on the imports of 1938, when 
the volume was the second highest on record, some 9 per cent 
above the average of the five pre-tariff years 1925-29. This 
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Czechoslovakia is “Bizonia’s” best trading partner. 


splitting of the estates in Eastern Germany and the development _ 
of industrialism by the Poles and other countries of Eastern — 


Europe may reduce the old agricultural surpluses, but this js 


not inevitable if farming technique improves. And, if trade — 


between East and West continues, it is not certain that 
competition will be any fiercer than it was, say, in 1936, 


re Frans eas f 4 sags of ic ly ta 


justified. The experts working in Paris on the Marshall p 
estimate that, in 1951, European production will be 
to justify a level of steel output in France of 12 million. tons 
and in Germany of ten. France’s preoccupation with the 
of security is understandable and should be met, but not. by 
the restrictionism which produced Potsdam and has placed a 
brake on European revival, from which all are suffering. e 
Germany’s need to export to live admittedly creates Probie 
for other countries. But they are not insoluble pr 
There are ways and means of avoiding them, provided 1 
opportunity existing now—perhaps fleetingly—is seized. 
as a result of the Marshall offer, Western Europe could move 
towards the kind of economic unity enjoyed in the United States, 
there is no reason why such a highly developed and well 
populated area should not achieve similar standards of produc. 
tion and demand. America today consumes some 90 million 
tons of steel a year. In a comparable area in Europe, there 
could hardly be damaging competition between the Ruhr, 
Lorraine, Luxemburg and the Black Country, which on the most 
optimistic assumption will not together be producing much more 
than 40 million tons of steel in the 1950s. It is only if the 
dominant policy is negative and fearful that the potential con 
flict of interest raised by the new German level of industry 
becomes a danger to stability and peace. Widen the framework, 
raise the sights, achieve the unity, and within it there is room 
for everything the Germans can produce. 


a Balance 


would suggest that some reduction below the 1938 level cua 
be borne without causing such scarcities that rationing or alloca 
tion schemes would be permanently necessary. But on the other 
hand, in this country imports and the popular standard of living 
are very closely related ; 1938 was certainly not a year of full 
employment and even modest assumptions about higher employ- 
ment and better standards of living would require more imports 
tocarry them out. For the purposes of calculation, it is assumed” 
in this article that 100 per cent of the 1938 volume of imports’ 
would be no more than reasonable and that 85 per cent of that 
volume. is about the lowest that can be contemplated without: 
severe dislocation. This may be called Variable A. one 
Variable B is the level at which the value of money in general,’ 
and export costs in particular, settle down in this country.” 
The basic—though not quite the decisive—factor in this is’the 
cost of labour. The official index of standard weekly rates of 
wages now stands at about 166% of the pre-war level. Costs; 
at the moment, are doubtless higher, because the employer gett” 
less out of a week’s work, because he has to pay overtimt; 
because delays in production are universal, because profit mar 
gins are swollen at every stage, and for many other reasons. 
It may be assumed that there will be very little reduction'il’ 
wage rates, but the rise in total costs may be somewhat 
or somewhat lower. It is here assumed that the level of Britis 
export prices, when things settle down, will be somewhere be” 
tween 150 per cent and 175 per cent of the 1938 level. eS 
Variable C is the Terms of Trade properly so called—thit 
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js the ratio in which the ‘price of imports stands to thes¢ export 
prices. At present, the terms of trade!aré about to per cenit Iéss 
favourable’ toBritain ‘than in’ 1938:'° One extrémeé asstimption 
is that’ this relationship continues“-which isto say that if 
British export prices are’ 150, the prices of imports will be’ 165, 
or if British €xport prices are’ 175, import prices will be 192}. 
The other limiting assumption is that the price level of imports 
settles down ‘at ‘10 ‘per ‘cenit below British exports—that ‘is, at 
135 or 157} respectively. ‘And in between is the assumption 
that the ratio of prices is exactly the same as it was’ in 1938. 

Variable D is the volume. of exports that Britain contrives to 
sell at these price relationships. ‘There is, of course, a. strong 
reciprocal connection between Variables C and D, If the terms 
of trade are strongly “ favourable ” to Britain, that is likely to 
mean either that Britain’s customers are impoverished by the 
lov prices they can get for their produce injthe world’ market, 
or alternatively that British goods are felatively dear. In either 
case, it would. be foolish to expect a large volume of exports. 
Conversely, if. the. terms of trade are “unfavourable,” if 
foreign countries are prosperous or British goods are cheap, then 
large sales may be possible. It has long been clear that the 
Government’s figure of 175 per cent of 1938, by volume, is an 
impossibility. For the. present purpose, it has been assumed 
that the volume of exports is unlikely to exceed 150 per cent 
and will not fall below roo per cent of the 1938 level. 


Strictly speaking, there ought to be a Variable E, the net 
total of the “ invisible” items, including interest and dividend 
payments and receipts; Government overseas expenditure, in- 
surance and shipping earnings, etc. But, as was argued in the 
previous article, this net item will in future be too small to 
have much influence on the final result and it has seemed more 
convenient to make the ‘rigid assumption that there is, in all 
circumstances, a net receipt of £70 million a year (as against 
£232 million in 1938) from this source. 

These four sets of variables can be combined in a great 
number of different ways. For example, a fairly optimistic 
combination would be as follows (Assumption I) :— 


Variable A~—85 per cent’ of 1938 imports is enough. 
Variable B—British export prices are 150 per cent of 1938. 
Variable C—Import prices are also 150 per cent-~i.e. the terms 
of trade return,to the 1938 ratio. 
Variable D—The volume of British exports is 150 per cent of 1938. 
A less optimistic combination (Assumption I) would be :— 
Variable A—100 per cent of 1938 imports. 
Variable B—British export prices 175. per cent, 
Variable C—Import prices 192} per cent—i,e. terms of trade 10 per 
cent less favourable, 
Variable D—Volume of exports 135 per cent, 
The results are as follows (in £ millions):— 


Assumption I Assumption II 











ImBOtte.. isi coccnnhenicndl ian etie 1065 1607 
Expos: isies..csvousisssetl.cii i 1200 1268 
Invisibles (met) ...).0..c.4...000085 7o 7°o 
Surplus (+) or Deficit (—) ... +205 — 269 


It would be wearisome. to work all through the. permutations 
and combinations, particularly since the results can be fairly 
simply summarised : — 

If the necessary volume of imports is 100 per cent of 1938— 

With the terms of trade— The account, would be balanced 


... with exports. of— 
10% more favourable 135% of 1938 
same as. in 1938 150% .» » 


10% . less. favourable. . 
If the necessary volume of imports is 85. per cent of 1938— 


10% more | favourable . 120%. 0f 1938 
same as in 1938 135% » wo 
10% less favourable: 150% » » » 


$i 

‘These are the targets for thé balaricing of the British accounts. 
But to set’ our the ‘targets is not ‘the ‘same’ thing as’ ‘establishing 
that they are attainable. Are ‘any of these combinations possible’ ? 
With the terms of trade as Set out in the first column, are’ any 
of the export targets in the second’ column reasonably possible ? 

These questions could only finally be answered by experience, 
and it would be unwise to be dogmatic, But it does not 
require very. much insight to. see that it will be, difficult: to, the 
verge of impossibility to pay for the full 1938 volume of imports, 
An export programme of 135 per cent of 1938 would not by 
itself be impossible ; but it would have to be combined, with 
terms of trade 10 per. cent more favourable than in 1938—that 
is, 20 per cent more favourable than today. Such a large shift 
could only come about by a very sharp fall in the prices of alf 
primary products combined with great rigidity of British 
export costs. “High pricés in a” deflated market are hardly a 
formula” calculated to :predicé an increase in the volume of 
sales of as much as one-third. 


An important preliminary conclusion. would therefore seem 
to be that policy should be based on the assumption: that it 
will not be possible for Great Britain, even in the méedium-long 
period, to pay for imports of the same volume ‘as in 1938." If 
there is a great expansion in world trade.and British exports 
increase beyond what it now seems reasonable.to expect, this 
conclusion will be proved too pessimistic and the country: will 
be able to choose betweert expanding its imports and° building 
up new. overseas investments. But it would be foolish to lay 
any plans on the assumption that this will happen ; it seems 
obviously wiser to base economic policy on the assumption.that 
the volume of imports, in the next dozen yeats or so, wilh have 
to be kept down to something like 85 per cent of the 1938 
volume. 


* 


This would have some consequences for the domestic 
economy, which will be discussed in a later article. But it is 
first necessary to establish that even»this«reduced volume of 
imports could be paid for: Even with the terms of ‘trade’ ro per 
cent more favourable, it would require a 20 per cent increase 
in exports ; and if the terms. of trade remain. as they, are now,’ 
the increase would have to be 50 per cent... Which, if cither,’ 
of these combinations is likely to be the more practicable ? 


The volume of exports that Britain can expect to sell at a 
given relationship of prices is. dependent on the elasticity of 
demand for them in the consuming countries. By how much 
can the purchasing countries be expected to increase their 
demand for British goods? There is a crucially important 
distinction to be made here. It is difficult to believe that there 
are many countries in the world which will readily increase 
the total volume of their imports. ‘This is particularly true of 
the countries to which British exports have in the past been 
mainly directed. All of them are feeling the urge to economic 
nationalism and economic self-sufficiency ; all of them are in 
greater or lesser degree dependent, for their earnings of foreign 
exchange, on the British and West European market, which is’ 
obviously going to be limited for some time to come. It takes. 
a great deal of optimism to. believe. thatthe elasticity of the, 
world’s demand for imports-in-general will be very large. It: . 
follows that Britain’s chance of securing an increase in exports 
depends almost entirely on doing better than other exporters, 
and by far the best way of doing that is to offer goods at 
attractive prices. The world market is stilka highly competitive, 
place, and if British goods were, quality for quality, cheaper 
than the competitive goods, the elasticity of the world’s demand. 
for them might prove to be very large. “* Favourable” terms 
of trade mean that British goods are dear in foreign Countries. 
Competitive. prices. mean relatively “ unfavourable”. terms_of, 
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trade. It might well be much easier to balance the books with 
terms of trade no more favourable than in 1938, even though 
that would require exports of 135 per cent or thereabouts, than 
to sell 20 per cent more exports with “favourable” terms of 
trade. It might be still easier to.get 150 per cent exports if 
Britain could undersell the world by 10 per cent. 

The argument thus leads inexorably to the paradoxical con- 
clusion that, although the unfavourable shift in the terms of 
trade is responsible for a great deal of the present troubles, a 
simple reversal of what has happened may not be the best way 
out. Britain should certainly hope to get its imports cheap ; 
but greater hope lies in selling its exports still cheaper. The 
surest avenue of escape from the present dilemma lies in ex- 
ploiting the only elasticity of demand that is certainly large— 


NOTES OF 


On the Eve of a Paris Plan 


The last stage of the Paris Conference has been reached. 
Last week-end Mr Kennan and Mr Bonesteel, joined by the two 
Ambassadors, Mr Douglas and Mr Caffery, went over the pro- 
posals and figures so far brought together and gave the leaders 
of the conference their views on the best way of drafting and pre- 
senting them. Two points above all appear to have been empha- 
sised by the American experts. The first is that the European 
nations should guarantee to be self-supporting by 1991. In other 
words, they should by that time be able to dispense with dollar 
subsidies. Otherwise Congress may see the help they are asked 
to give simply as “ good money going down the drain.” The 
second point is that the plan should be something more than a 
statement of need, a shopping list, and should show some effort 
on the part of the European nations to achieve the “ more perfect 
union” always lurking at the back of the American imagination. 

What are the prospects of the European nations meeting these 
American conditions ? Equilibrium by 1951 depends upon so 
many completely hypothetical points that it can hardly be more 
than a hope—a determined hope, perhaps, but not a certainty. 
What will be the world terms of trade by then ? How successful 
will internal stabilisation have proved ? Will production, as 
opposed to targets for production, really have reached the pro- 
posed levels ?. The nations could guarantee to balance their col- 
lective budget by drastic cuts in their imports. But this, sensibly 
enough, is not what the Americans are looking for. They insist 
that equilibrium must be achieved by expanding production and 
exports—which raises another unanswered question: America’s 
future willingness to buy. 

Sir Oliver Franks is quite emphatic in his insistence that the 
conference will produce more than a list of needs.. The com- 
mittees have already assembled a variety of methods of co-ordina- 
tion and integration which genuinely go beyond the purely national 
approach. By a joint planning of assets and needs, some bottle- 
necks in the European economy have been eliminated. For in- 
stance, the hope of securing sufficient coking coal for the needs 
of the next four years has replaced an estimated deficit of 12 
million tons, thanks to the various countries’ readiness to increase 
output and to use substitutes. Again, the agreed hydro-electric 
scheme is expected to be on a dramatically large scale. Certain 
industries whose plans for development might have proved com- 
petitive—for instance, the steel industry—have agreed on some 
degree of sensible co-ordination and division of labour. There 
has also been a measure of agreement on achieving the utmost 
utilisation of European surpluses ; for instance, Dutch vegetables 
and Scandinavian fish. Above all, competent groups of experts 
are discussing the possibilities of a West European Customs Union 
and of the stabilisation of currencies. All these ventures are far 
from negative, and taken together the European delegates feel that 
they represent something more organic and constructive than the 
shopping list to which many critics—Mr Molotov not least— have 


referred. 
* * * 


Mr Bevin at Southport 


Mr Bevin’s speech to the Trades ee ee 
ee eee ete ae eee 
is no loss of confidence, no timidity there. ie will taevitebly 
strengthen the movement, already strong, for an exchange ot 
offices between Mr Bevin and Mr Attlee. Whether such an ex- 
change will actually take place must remain uncertain. 
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that is, the elasticity of the world’s demand, not for i importsine) 
general, but for British-goods-in-competition. 

The argument of this article has been abstract and vs 
thetical, but it has arrived at an important practical 
The spotlight has been fixed on the level of costs in the B 
export industries. The task is not simply to push the terms, 
of trade back in our favour; it is almost the o 
to see that British export prices are not left. high and dry by. 
the receding tide of world prices for primary products. In 
next article, an attempt will be made to forecast what ¢ 
tendencies of the world market will be, and what British 
can do to attain the objects here sketched. In a final arti 
something will be said about the internal consequences of ii 
porting less and exporting more, 


THE WEEK 


unlikely that anybody in the Labour Party is willing—or is ye 

willing—to force Mr Attlee’s hand. But personal modesty 

one of the Prime Minister’s most attractive characteristics and ‘he! 

is quite capable of stepping down voluntarily. The we 

probably depends on an estimate of the size of the Left 

which would be irreparably estranged by Mr Bevin’s pro 

and if he can prove that it would be insignificantly small, 

chances should be good. atl 
In politics, personality and psychological impressions i 

three-quarters of the battle, and in these respects Mr Bevin is 

endowed. But a statesman must also have a a and rae 

his speech can be searched almost in vain—that is, for a 

to meet the immediate needs of the nation. Indeed, the ‘om 

with its candour about the mistakes of the past, its warm idealism 

for the projects of the safely remote future, and its vague 





about what is to be done here and now, was very rem: nice : 


a rough-hewn way, of Lord Baldwin. 

Out of the many obiter dicta in the speech, two have attracted 
particular attention. One was the suggestion that the United 
States should have redistributed the gold at Fort Knox. This 
seems to show an attachment to the mystique of gold that it is 
strange to find in a member of the Macmillan Committee. Does 
Mr Bevin not know that the accumulation of gold a: Fort Knox 
is a consequence, not a cause, of the disequilibrium in the United 
States’ balance of payments, and that so long as that disequi- 
librium is uncorrected, any gold that was “ redistributed ” would 
infallibly be turned into dollars and sent back to Fort Knox? 
What exactly did he mean ? 


The second was the personal proposal for a customs union for 
“ the Commonwealth and certainly the Empire.” No one, nowa- 
days, will dispute the necessity for a thorough-going policy of 
developing the resources of the Commonwealth and Empire. . Bat 
at the same time it is difficult not to have doubts about a pag 
Union as a necessary, or even as a helpful, first st 
seemed to put it forward as something that Goat ac be ‘ie 
achieve than a Western European Customs Union. It is true @ 
it is not likely to be any more difficult. But one of the salient 
differences between the two projects is that whereas the Wester 
European countries are likely all to be in favour, in oe of 
a Customs Union, the countries of the Commonwealth and 
are likely to be all against it. The Dominions, with the 
exception of New Zealand, would not touch it: Canada is 100 
closely attached to the United States and all the Dominions _ ate 
determined to protect their industries against external (Le. 
Kingdom) competition. As for the Colonies, most onial 
Governments are largely dependent on customs revenue. PO 
sibly the Imperial Exchequer could reimburse them, though # 
would itself be losing a tidy sum. But the Colonies have omen 
made it clear that they want to be masters of theii own finances 
And even if these difficulties could be overcome, would # 
Customs Union make all that difference ? What needs to be done 
in “the Commonwealth and certainly the Empire” is. surely 
not the liberation of trade, which is already fairly free, but the 
development of productive resources. The economic integ 
of the Empire needs to be pursued by’ much subtler. tech 
than a Customs Union and it would be a great pity if an Empay 
Customs Union became, in the public mind, either a prefesabie: 
alternative to a Western European Customs Union, of, °as ? 
Bevin said of the latter, “a panacea for our difficulties.”»1 
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The Issue at Grimethorpe 


The real issue which is being fought ‘out at Grimethorpe 
where the miners have now been on strike for more than ‘three 
weeks, can be summed up as a struggle between rationalisation 
and syndicalism. The argument over the extra working at the coal 
face appears to be merely the pretext for a show-down on whether 


the workers are to be given a measure of influence in the manage- 
ment of their own pits. Many miners expected nationalisation to 
result in workers’ control; instead it has resulted in a large 
bureaucratic machine leaving the individual miner face to face 
with the same managers with whom he has been wrangling over 
the past twenty years. 

This is an issue on which the National Coal Board cannot be 
defeated, for management and responsibility cannot be divorced. 
Managers must manage, and there is no reserve of experienced 
colliery managers on whom the Board can draw to replace those 
who are already there. Only time can solve this problem—time 
to educate existing staff and to train new men in modern mining 
techniques and in staff management ; time to convince the miners 
that the past is really done away with. But, as Mr Morrison said, 
it is time that is the greatest shortage. In the Grimethorpe case 
all the official tiations were conducted correctly: full agree- 
ment was reached between the local officials of the Board and the 
union ; the extra stint was considered feasible. But the men have 
rebelled ; they refuse to use the conciliation machinery or to 
accept the offices of the more remote union representatives. There 
appears to be no other explanation than that they wish to decide 
the issue themselves; hence the soread of sympathetic strikes 
around them, 

This division of purpose is critical: the Board cannot yield, but 
neither can the nation forgo its coal. It is clear that a greater 
measure of decentralisation is required. The improvements in 
labour relations which the nationalisation of the industry has, in 
spite of such setbacks, already achieved cannot be maintained 
unless divisional and area boards have greater powers delegated 
to them and the individual colliery manager is given every possible 
freedom from control compatible with greater output. It well 
may be that the present deadlock in the method of extending the 
five-day week could have been avoided if area boards had been 
instructed to arrange locally whatever extension of hours suited 
local conditions, As it is the Board and the National Union of 
Mineworkers appear to be locked in struggle over Saturday work- 
ing, while the Government skirmishes on the flanks about an 
extra half-hour’s work a day. Meanwhile the chances of getting 
seongh the winter without a major coal crisis fall lower and 
ower. 

* * * 


No Reshuffle in Greece 


In spite of a vigorous summer campaign conducted by the 
Greek regular army, no term has been set to the activities of the 
guerillas. In the mountainous districts, from the Peloponnesus 
to the North, armed bands are at work among the farms and 
villages and the country carries on its life against a perpetual 
background of violence and unrest.. Were the movement entirely 
the work of Greece’s northern neighbours, it would be easier to 
contain, but it is rooted in Greece itself and there are no short 
cuts to its elimination. 

But it is clearly nourished by the reactionary inefficiency of the 
Greek Government, and the creation of a more able and repre- 
sentative Cabinet is one of the essential preliminaries to domestic 
pacification. The Americans hoped, when their Mission arrived, 
that it would be unnecessary “to intervene in Greece’s internal 
affairs,” but non-intervention is helping them as little as it used 
to help the British. It simply commits them to supporting the 
Government’s repressive and negative policies and to watching 
the disappearance of American economic assistance with little 
solid work of reconstruction to show for it. Thus the American 
Mission has been ded—as were the British—to attempt an interven- 
tion. They are tied by the fact that the Populists and the extreme 
Right still have a majority in the Greek Chamber but no longer 
command the respect even of the other deputies tet alone of the 
ordinary public. ‘The Americans feel they can hardly get rid of 
Mr Tsaldaris of Mr Maximos 


and 
momentarily, in the return of Mr Tsaldaris with 
Ministry. Bur it is not thouzht that this “ solution 
many days. 
ae of complete Governmental 
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instability helps to 


ex the American Government’s unwillingness to see the 
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The Economist’s New 
Premises 


From Tuesday, September 23rd, 
the offices of THE ECONOMIST will 
be established in mew permanent 
quarters at 22, Ryder Street, St. James’s, 
London, S.W.1. Ever since our pre-war 
offices were destroyed by enemy action 
in May, 1941, we have been working 
under great difficulty in cramped and 
separated temporary quarters. We have 
now acquired a building in which all 
departments can be comfortably housed 
for, we hope, many years to come. 


Will all readers and friends of THE 
ECONOMIST therefore please note that 
from Tuesday, September 23rd, the 
address for all purposes will be— 


The Economist, 


22, Ryder Street, St. James’s, London, 
S.W.1. 


Telephone : WHitehall 1511 


Telegrams : ECONOMIST NEWSPAPER, LONDON. 
Cables: MISTECON, LONDON 





The offices of the paper will be closed 
(except for publishing purposes) on 
Friday, Saturday and Monday, Sep- 
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5,000 British soldiers still in Greece depart. The troops have 
taken no part in the fighting, but the Americans insist that their 
presence has a“ steadying ¢ffect.”_ From the British pount of view, 
the request is obviously awkward. The purpose of the transfer 
of responsibility from Britain to America in Greece was to relieve 
the British of obligations the economic Crisis had made it very 
difficult to carry on. Today the crisis is even more acute, the 
reduction of the armed forces a crucial political issue. What ts 
Mr Bevin to say to critics who ask why American troops should 
not take their turn in Greece? 


* * x 


GI Joe Abroad 


It is this possib‘lity—that the containing of Communism may 
involve the United States in something more than economic 
assistance—that underlies the State Department’s anxiety to keep 
British troops in Greece. At present there are about 1,000,000 
men in the American Army. Half this number are overseas— 
:wo divisions in Furope (with special police units in addition), 
seven divisions in the Pacific—and these armies (very largely made 
up of untrained volunteers) are absorbed by the tasks of occupa- 
tion. The only reserve is the four divisions in the United States 
that are responsible for home defence. The War Department has 
three headaches—the possibility of keeping up even the present 
figure without a universal military training service Act (both Mr 
Truman and Mr Dewey urged the American Legion—success- 
fully—to support such a measure at their New York Convenuon 
this week) ; the disparity between American and Russian forces 
which accotding to American estimates amount to ro2 Soviet 
divisions in Russia, 93 divisions in Europe and 13 in the Far East ; 
and, lastly, the chance that the foreign situation may make more 
calls on America’s armed forces in the near future. _ If the British 
were to withdraw completely from the Middle East, would 
American garrisons be needed in Greece, Turkey or, worst of all, 
Palestine ? Would the proposed despatch of an American Military 
Mission to modernise the Egyptian Army be an adequate substitute 
for British forces on the Suez Canal ? 

The only relief the Americans see to offset these possibly ex- 
panding commitments is the withdrawal of some 15,000 Ameri- 
can troops from Italy. Russia’s\stidden deasion to ratify all the 
peace treatiés last week permits the Americans (and the British) 
to withdraw their Italian armies of occupation—with the exception 
of the 10,000 men who will remain at Trieste. The Americans 
will now presumably rescind)their recent decision to maintain and 
renew their units in Italy and have already signed an agreement 
with the Italian Government.on the timing and methods of with- 
drawal. The British Foreign Office might, perhaps, point out 
that there is really no reason why 5,000 of the retiring forces 
should not return to America via Greece. 


* * * 


Hungary Toes the Line 


During the course of this summer, the sharpening antagonism 
between Russia and the United States has been reflected in almost 
every government in Europe. The dismissal of the Communists 
from the French and Italian Cabinets was the constitutional and 
unviolent reaction of the West. In the East, the methods used 
have been equally in keeping with the tradition and outlook of the 
different countries, In Bulgaria and Rumania, the opposition has 
been wiped out—by the outlawing of the parties and the arrest of 
the leaders ; in due course their judicial murder is likely to follow. 
In Jugoslavia, too, a number of arrests have given another screw 
to Marshal Tito’s vice-like control. In Poland; the pattern is 
similar, though. milder. The farcical spring elections destroyed 
the Opposition, but Mr Mikolajczyk and other leaders are still 
at large and their party has not been banned, In Czechoslovakia, 
most Western of the Easterners, the Coalition is still stable and 
representative. In Hungary; lying on the border line between 
two worlds, the struggle has been complex and devious and 
although’ the outcome—Communist domination—is ‘dictated by 
Hungary’s position in the Russian. sphere, the! political situation 
after last _week’s elections and the methods which led to their 


result lack the ‘clear-cut brutality of recent developments in | 


The largest Hungarian party—the conservative Smallholders— 
who received 


t 
from the Cabinet. In Hungary, however, unists were 
too firmly entrenched throughout the Government and in the 


nearly 6o:per cent of the votes atthe 1945 election, | 
_may very possibly have toyed in the spring with the idea of fol- 








THE ECONOMIST, September 6, 1947 


two or three months to accomplish. Too., 
to stage a direct coup, they concentrated on 
the unity of the Smallholders (not a difficult task since: 


the United States, and thoroughly intimidated the left wing 
was still willing to co-operate. A similar, although less violen, 
campaign weakened the cohesion of the Socialists. At the same 
time, the Communists threw themselves into the new electoral 
campaign and by hard work and better organisation serioy: 
weakened the position of the more numerous easy-going Socialist 
The elections revealed the success of the Communists’ tac 
and the weakness and divisions of their opponents. The 
holders’ right and centre fell away into three new op 
groups—Mr_ Barankovics’s Democratic People’s Party, . 
Pfeiffer’s Hungarian Independent Party, and Dr. Balogh’s Party, 
The Right was further weakened by the disfranchisement of sor 
400,000 voters who had been connected with political life in 
period before liberation. At the elections themselves, the Co 
munists made use of “ flying voting squads ” (the Ministry of the 
Interior admitted to printing half a million non-residential ye 
permits), and, according to the Socialists, actually falsified 
instructions issued on the conduct of the elections. By the 
means—a mixture of energy and deception—they increased 
vote from 800,257 in 1945 to 1,082,597 and emerged as the langest 







party. | 
The results (732,178 to the Socialists, 757,082 to the Govern 
mental Smallholders, 805,450 to Mr Barankovics, 718,193 
Mr Pfeiffer, and 256,396 to Mr Balogh) do not suggest fraud or 
violence by genuine East. European standards. The 
vote of Smallholders and Opposition is about as big as the Small- 
holders’ vote in 1945, and the people have been free to give it. 
But the Communists have achieved their aims by more subtle 
means. They dominate the coalition. They have shown once 
again that it is almost impossible for them to collaborate on ‘any 
genuine basis, and in the present situation lies no ene 
domination will not, when it is convenient, be dropped in favou 
of total control. Ne 
* * * 


Britain’s Food Supplies 


The Ministry of Food has this week. published (Cmd. 
an up-to-date version of the White Paper on “ Food Consumption 
Levels in the United Kingdom,” which gives comparative figy 
from the average pre-war period onwards up to the mi of 
this year. It shows that in 1946-47 the calorie equivalent of the 
supplies of food available for consumption was 96 per cent of the 
pre-war level, a fall from 98 per cent in 1945 and 100 per CeMt 
in 1944 which is presumably due to the introduction of brea 
rationing. It also shows, by detailed tables of individual’ 
stuffs, the change in the national diet from the beginning of 
war—more potatoes and vegetables, more liquid milk, more, "far 
more, fish, but less eggs and less, far less, fats. a 

All the figures contained in the White Paper are based on'the 
total food supply, imported and home-produced, moving’ inte 
consumption divided by the sumber of civilian consumem 
Some allowance is made for wastage in distribution, but no allow 
ance is made for wastage in the home and no ' 
is made for changes in retailers’ stocks or for changes, which 
may be considerable, in the stocks of individual households. "A8® 
picture of actual consumption of food the White Paper is, theft 
fore, very incomplete. The 3,000 calories available a head ad 
before the war masked, as 1s well known, very great difference 
the standard of nutrition of different sections of the ut 
Similarly, the 2,880 calories available today mask similar dif 
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Strachey stated that Britain had for the time being stopped bu 

food from the United States. ‘He also gave a very clear cbkeone 
of the coming struggle to pay for imports, of food from elsewhere 
and of raw materials, tobacco, machinery from the United States 
and elsewhere, out of the proceeds of exports. On the informa- 
tion available, it is clear that the fight can only be won by a 
reduction in food imports. Why, then, did: Mr Strachey deliber- 
ately refuse to prepare people for further food cuts ? Why did 
he say: “Of course, we shall come through all right” 2? Why 
did he say we can manage for some time without buying food 
from the United States? If his optimism is well-founded, 


let 
him produce the facts. If not, let him tell the public the truth 
or at least keep quiet. 


® * * 


Anglo-Danish Trade Talks 


The trade negotiations about to open between Britain and 
Denmark form the latest in a series bedevilled from the first by 
the post-war lack of a world market and a world price for food- 
stuffs. The Ministry of Food, as sole importer of staple foods, 
drives with each of the supplying countries a separate bargain 
whose terms reflect partly those countries’ costs and. domestic 
political pressure, partly their desire to maintain a footing in the 
large and prospectively valuable British market, and partly any 
political or sentimental goodwill. Thus Canadian wheat costs 
Britain $1.55 a bushel, American over $2, and Argentinian an 
unpublicised but even higher figure, and Danish butter is con- 
siderably dearer than that from the Southern Dominions. ‘Nor- 
mally, of course, arbitrage and the pressure of economic incen- 
tives on the farmer would soon reduce these differentials to those 
corresponding to differences in quality, but no such norms 
operate in Government trading. 

The Danes are in effect demanding a cost-plus basis for the 
deal ; feeding-stuff costs have doubled in the last two years 
(mainly thanks to President Perén’s stranglehold on Argentine 
exports), and it has taken a stiff government subsidy on both 
home-consumed and exported produce to keep the Danish farmer 
going. The Dane sees without enthusiasm his beer and 
schnapps taxed, as savagely as the Englishman’s tobacco, in order 
to supply Britain with farm produce below cost ; and as Den- 
mark’s foreign exchange position is even weaker than Britain’s 
he does not see why he should make sacrifices to keep his cus- 
tomers, even his best and steadiest customers, in the style to 
which they are accustomed. Against this view it is argued that 
if one item in the Danish farmer’s costs has risen, it is his respon- 
sibility to bring other costs down to a level related to the price 
those customers can, emergencies apart, be expected to afford ; 
and that Danish foreign exchange difficulties are largely due to 
earlier Danish unwillingness to face the postwar facts of life, 
particularly those relating to austerity in hard-currency imports. 

In the last analysis all these debates, whether nes 
and British, Argentines and British, or farm blocs everywhere 
and their governments, are reducible to one issue: what is the 
proper parity—to use the American term—between agricultural 
and industrial prices. Farmers everywhere remember the 30s— 
the 25 cent wheat, the fourpenny butter—with a horror even 
sharper than that of a trade union recalling a $0 per cent un- 
employment rate. Traditional: price structures have been as 
thoroughly shattered as traditional frontiers ; and the farmers, 
as wary as Mr Molotov, are also as anxious as any Russian to 
preserve their present e and to establish a strategically 
safe norm, from ‘which any downward deviations will still leave 


them with in hand. The economic diplomats in 
Copenhagen and elsewhere have their work cut out. 


* * * 


The TUC and Direction of Labour 


It was only to be expected, after the General Council had 
already announced its agreement, that the Trades Unions Con- 
gress at Southport would accept the necessity for some form of 
direction of labour. Logic, indeed, compelled such acceptance. 
As Mr Lincoln Evans, the the steelworkers’ leader, insisted, the trade 

: not reasonably demand planning "for every- 
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‘Their very natural desire for information about the Govern 
ment’s intention. was, however, ‘thwarted, and - one nase 
came away from the debate more and bewildered than 
they had gone in. Apart from his ratural history analogies and 
his promise that the powers of _compulsory direction would be 
used as a last resort, mainly against “spivs and drones,” and 
that the Pilg pamemgtissgie  otiig Bene mage 
pulsion, Mr Isaacs gave absolutely no indication of the scope and 
method by which direction will be applied. ‘This is not altogether 
surprising, for the direction of labour in peacetime cannot be 
fully effective without the wartime machinery to operate it, with- 
out the registration of all penn veer at employment ex- 
changes, without the machinery of enforcement and sanction, 
without the provision for the compulsory transference of workers 
who become unemployed as a result of the closing down of non- 
essential factories to areas in which production will be concen- 
trated, It is most unlikely, in fact, that the powers of direction 
will ever be used, unless the Control of Engagement Order: breaks 
down completely and fails to achieve its purpose of “ 
workers into the desired channels. For the adoption of direction 
of labour in peacetime the Labour movement is itself largely 
responsible because it has consistently refused any form of re- 
distributing labour ty Government intervention in the wage 
market—even the new branch of the Ministry of Labour, whose 
function is merely to collect information on wages and hours, was 
given only a grudging and guarded acceptance at Southport. But 
direction is a cumbersome substitute for incentives and the pull 
of the market, and since it is only likely to be used against a smail 
minority of workers, it is hardly worth the ill-feeling it will cause. 

- > * 

The Canberra Talks 


The Commonwealth Conference at Canberra closed on Sep- 
tember 2nd after deliberations which appear to have been most 
valuable and constructive as a preparation for drafting of the 
peace treaty with Japan. The environment of the conference has 
been conducive to a broad view of Pacific affairs, for the problem 
of dealing with Japan has inevitably been seen from Canberra 
in the context of Australian interest in the economic development 
of the whole Far Eastern region, and Mr Chifley, in his con- 
cluding speech, linked together the making of peace treaties with 
the task of finding solutions to the economic problems arising 
from the war. Thus the peace settlement in the Pacific has been 
studied in Canberra not merely as a matter of rendering Japan 
incapable of renewed aggression or of collecting and sharing re- 
parations, but in terms of Japan’s future part in the economic 
progress of the Far East. Dr Evatt spoke of a comprehensive 
international effort to raise the standards of welfare throughout 
eastern and southern Asia, and declared that Japan’s future could 
not be considered in isolation. from this larger whole. 

These principles are altogether admirable and it has been well 
worth while to have had a discussion.on these lines between 
Commonwealth representatives, before the wider preliminary 
Allied conference of the Far Eastern Commission nations which 
is to meet in Washington. What has been made public is naturally 
couched in general terms and there has been nothing in the nature 
of a manifesto of detailed proposals for the treaty; The attitudes 
of the various Commonwealth Governments on the, more con- 
troversial issues likely to arise are still unknown. On one point 
however, the conference seems to have made assumptions which 
are somewhat too easy. It-.anticipated that after the treaty has 
been signed in a few months’ time, Allied supervision over Japan 
can be confided to an Allied Control Council acting by a two- 
thirds majority without any veto right. But is it likely that Russia 
will ever agree to this and, if not, what will be the:situation ? The 
autocracy of General MacArthur may have caused irritation in 
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many quarters and have been contrary to the original intention of 
the Allied Powers, but it has kept Japan quiet and orderly to a 
degree which can easily deceive superficial observation, Japan 
may be a very different place when the lid is taken off. 


* * + 


General Wedemeyer Passes Judgment 


General Wedemeyer, who during the war replaced General 
“Vinegar Joe” Stilwell as Chief of Staff of the China command 
under Generalissimo Chiang’ Kai-shek, was recently sent back to 
China on a “ fact finding m:ssion ” as President Truman’s personal 
representative with the rank of Ambassador. He was obviously 
better qualified than a civilian to estimate the military situation 
in China, on which Washington needs reliable information, but he 
was also instructed to report with the aid of his staff on the political 
and economic affairs of China. On his arrival his public relations 
officer announced that he was not empowered to make any requests 
or proposals to the Chinese Government. But fact finding can 
produce some definite ideas on what ought to be done, and after 
a month in China, General Wedemeyer made a statement in which 
the tone of admonition was strong. As might be expected, he 
has found that things have gone wrong in China and that almost 
everybody deserves a reprimand. In distributing the blame he 
has followed his predecessor, now Secretary of State, in a scrupu- 
lously fair alternation of kicks to the seats of both the Kuomintang 
and Communist pants. The government is told that instead of 
spending its time “ blaming outside influences or seeking outs.de 
assistance,” it should carry out “ drastic and far-reaching political 
and economic reforms,” while the Communists are told that if 
they are really patriots they should go in for “ peaceful means ” 
instead of “ violence and destruction.” All this is excellent advice 
and except for the lack of appropriate quotations from Confucius 
might almost have come out of an old-fashioned censor’s memorial 
on the degeneracy of the age. But it gives no clue to the question 
in which Chinese are most interested: whether the United States 
is going to give China any more economic aid and on what con- 
ditions. The Nanking official case is that if the Truman Doctrine 
is applicable to Greece and Turkey, it must be applicable to China 
as well, and, for Americans who deplore the civil war, the 
Kuomintang propagandists have a nasty habit of bringing up 
Abraham Lincoln and pointing out that he would not allow the 
Confederates to secede. The recent cancellation of the seats pre- 
viously reserved for Communists on the State Council and in 
the National Assembly does not suggest any weakening of the 
Government's determination to unify China by force, at any rate 
south of the Great Wall. 

Korea, General Wedemeyer’s second assignment, he will find 
in no less sorry a case than China, but as the antagonists here 
are in the first place Russia and the United States, he will hardly 
be able to hand out condemnation with the same equal measure. 
The Korean situation is about as bad as it can be short of actual 
hostilities, for American-Russian negotiations for setting up a 
Provisional Government have broken down for a second time. 
The United States has now declared that no purpose is to be 
served by going on with these negotiations and that the question 
must be referred to a conference of the Four Trustee Powers—the 
United States, Russia, Britain and China. It remains to be seen 
whether they will be able to do any better in solving by agree- 
ment the real issue, which is whether or not Korea is to have a 
Communist-controlled Government. Meanwhile the two halves 
of this unfortunate “ liberated” nation continue to live their re- 
«spective lives to north and south of the 38th parallel of latitude. 

* * * 


‘The Statute of Algeria 


The Statute of Algeria is intended to satisfy moderate Arab 
nationalism and to soothe existing political tension, without either 
depriving France of the essential attribute of sovereignty or sacri- 
ficing the interests of 1,000,000 French colonists to. the 9,000,000 
Moslem majority. Under its provisions, Algeria becomes finan- 
cially autonomous. Two equal electoral colleges, French and 
Arab, jointly elect the assembly which votes the budget. Certain 
Arabs, however, are honorary members of the first college, so that 
the French are slightly oumumbered. To redress the balance, it 
is stipulated that no decision. can become law without a two-thirds 
majority. The appointment and leadership. of the government 
rests with the Governor-General, nominee and representative of 
the French Cabinet, who consefves his present title. ; 

The Bill, which is the Outcome Of many months of haggling, 
had a stormy and slow passage through’ the two Houses of the 
Assembly’s Commission (which, unlike the Assem 
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mands a pro-Arab majonty), together with Communists, Socialigts: 
and Moslems in the Assembly, systematically obstructed i,in 
favour of a project of their own. The Socialist party at its national — 
congress instructed its members and ministers to vote in favour — 
of this alternative. It was only by openly defying his own 
that the Prime Minister, M. Ramadier, prevented. a Cabinet 
and at the same time secured acceptance of the compromise plan. 
The reason for the collapse of Socialist opposition, the 
decision to abstain, not oppose, and the support, however. up. 
willing, of the Centre and Conservative groups is probably 
fact that the French urgently require some answer to the burning 
pan-Arab propaganda campaign which is being organised from 
Cairo and which urges the North African Arabs to “ throw the 
French, bag and baggage, out of North Africa.” a 
The prospects for reconciliation have not been improved nor 
the French prestige among the Arabs raised by the interminable 
debates in the Assembly, which have been passionate and 
matic on both sides. The Moslem deputies finally refused to 
participate in the discussions. Before they retired, one of them 
mounted the rostrum to denounce the French for their 
“ aggression ” of 1830 and to propose an appeal to Uno. dy 


No Alternative ...? 


It is an axiom in a constitutional democracy that there must 
exist an alternative government ready and willing to accept office 
if the government in being fails, in one way or another, © 
command the support of the country. Judged by this standard, 
it is difficult to feel convinced that the Opposition in Britain a 
present is discharging that duty. It may, in the secret places of 
its heart, be ready and willing to take over ; its outward demon- 
strations of that over the last month have been few and, it must 
be confessed, lacking in conviction. True, Mr Eden spoke at 
Carnoustie a week ago, and to an audience of some 20,000 people, 
but a great deal of what he said might have been said by a Ieft 
wing Labour critic. The Government seem to have hypnotised 
not only themselves but their opponents. What is the cause ? 

Not all the blame can be laid upon the Conservative Party, 
It is difficult honestly to disentangle those elements in Britain’s 
present difficulties which exist whatever the political theories of 
the Government and those which have been caused by the actions 
of the Government itself. In many cases the Government have 
aggravated rather than caused the troubles. In others they have 
found solutions which a full-blooded Conservative Government 
might have failed to find. In the main the complaint against this 
Government is that of failure to prepare, both plans and above 
all the people, and it is hard to found a rallying-cry now on 
the one slogan, “ We would have told you more twelve months 


ago!” What the average man wants to know is what is to be 
done here and now. ines 


But the Opposition cannot escape all criticism, With respect 
to Mr Churchill, what Britain has not got from two years of a 
Socialist Government is a Gestapo police state—unless the police 
tolerance of Fascist meetings and war-cries in London is to be 
treated as a symbol of that. It has not been given an irom 
dictatorship of the Left. It has been given a woolly compromise, 
typified in what Mr Shinwell said in effect on his return from 
Doncaster last Sunday, “ We mustn’t be cross with the minersat 
Grimethorpe. They have a grievance.” If everyone with 
grievance stopped work Mr Shinwell’s task would indeed be ovet 
—with those of everyone else with authority or responsibility. ~ 

_The Conservative Party annual conference opens at the begine 
ning of next month at Brighton. As with the Labour Party, the 
time has passed when its leaders should content themselves with 
talking about their worst fears. As a suggestion, would it not 
be practicable for them to announce at the opening session what 
the executive of the’ party is agreed that it would do—the 
end eevee - legislative actions that it a 
in the first ee months—were it returned to power my; 
October 31 , 1947 ? * y 

* * * ' 


Diagnosis Agreed | 

Outside the Government and the general body of the 
movement, there is an astonishing of unanimity ab 
least one of the causes of the present ¢.onomic crisis, af 





=e geo of British Industries. In a 
“ Design for : ‘Mr Peter Thorneycroft, MP (Conse 
Lady Rhys Williams (Liberal) are. quite specific in t 
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fluctuating demand from the textile manufacturer and 
the retailer, and keeps the flow of goods at a steady 
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continuity of production. The wholesaler stores and 
distributes in varied quantities to large store or smaller 


shop as required. An essential function in efficient 
marketing. 
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posals. The cost of living subsidies should be reduced by £300 
million, and the resulting rise of 2s. 3d. a head a week in the 
cost of food should be partly compensated by an iscrease in old- 
age pensions, family allowances and unemploymént benefit. ‘Stiff 
ind‘rect taxation should be imposed on luxuries and semisluxuric 
to bring in an additional £150 million. Government expert 
—capital expenditure at home and military expenditure overseas— 
should be cut drastically to save £200 million...As against these 
economies, the standard rate of income.tax shouldbe reduced to 
6s. 8d. in order to restore incentives to enterprise and effort. 
The cesult would be a budgetary surplus of £560. million. 

The FBI is less specific in its proposals. But it, too, proposes 
big cuts in Government expenditure, and though it does not go 
so far as to Suggest a reduction in income tax, it states that any 
higher taxation that is imposed to check inflation should be in- 
direct rather than direct. Yet even if the consultants are 
on the diagnosis, what general practitioners could be found to 
carry out the treatment prescribed ? There is no sign that the 
official leaders of the Conservative Party will take up the ideas 
of the authors of “Design for Survival,’ who, it should be 
emphasised, are by no means solely concerned with a prescription 
for immediate needs, but also with the old problem of the role of 
the state in economic affairs. They champion the Liberal-Con- 
servative alternative as the only possible choice between the “ twi- 
light chaos” of the present Socialist administration and the old 
Capitalism. It follows, they claim, directly in the tradition of the 
1944 White Paper on Employment Policy. Perhaps next month’s 
Conservative Party conference will show whether the Conservative 
jeaders responsible for that White Paper agree with them. 


* * x 


The Colonies and the Crisis 


A personal message sent by the Secretary of State for the 
Colonies to all colonial peoples illustrates the complexities of the 
present economic crisis. In brief, the colonies are asked to regard 
themselves as part of the United Kingdom. They are asked, that 
is, to cut their consumption to the minimum, particularly their 
consumption of dollar goods but also of goods produced within 
the sterling area since this. will release more goods for export 
in exchange for hard currencies. Colonial sterling balances, in 
consequence, should not be drawn upon ; they should indeed be 
added to by a reduction in colonial imports below what can be 
paid for by current earnings. : 

From the point of view of the United Kingdom’s balance of 
payments difficulties, such a request is logical and reasonable. 
But what will be its effect, if it is acted upon, in an individual 
colony ? For some time, many colonial governments have been 
worried lest inflation should get out of hand. The higher prices 
received for colonial produce from the beginning of the war, the 
shortage of consumer goods in the same period, and the demobili- 
sation of colonial troops with gratuities and accumulated pay to 
spend, have all prodjiced an excess of purchasing power which 
cannot be as in more advanced countries, by controls, 
rationing or even direct taxation. The colonies have, therefore, 
been looking forward to an increased supply of imported goods 
to meet the higher colonial incomes. Secondly, the colonial 





development and welfare plans are being to a large extent financed 


out of colonial resources, especially from the sterling balances 
accumulated during the war but also from revenue which is 
largely derived from customs duties on imported goods. What 
the Secretary of State’s appeal in effect means is that the develop- 
ment and welfare policy should be curtailed or postponed 
indefinitely. 

In all this, the colonies are the losers. But it is also worth 
pointing out that a reduction in colonial i may Cause a 
setback to colonial production which would recoil on the United 
Kingdom. The problem of finding incentives for, say, the 
African, is even more difficult than finding them for the British 
worker. But it is almost certain that he will not more 
groundnuts or copra or commoditics for export to 
areas if he receives less piecegoods in exchange. On the other 
hand, it is even more certain that if the United Kingdom cannot 
get through this crisis satisfactorily, an end is put to all plans for 
colonial betterment.. There is clearly a conflict of interest here 
which cannot readily be resolved. 


* * * 
How Not to Do it 


Spaced out over the last few weeks have come announce- 
ments that the basic petrol ration would be cut by one-third ; that 
it would be abolished from October 1st ; that there would be no 
carry-over of September coupons ; that September coupons would 





399. 


be honoured during the month of October only ; and that petrol 
in the motorist’s tank could not be used after November 3oth. 
There the matter now rests except for the forthcoming wrangles 
beween individual motorists amd their local Petroleum offices, 
which may of may not ‘have,comsistent and reasonable directives 
to-work by. Od ‘nll 

This is really not good enough. The abolition of basic petrol 
(announced, with typical psychological ineptitude, well after the 
right mqment had passed) probably causes more dislocation, waste 
of time and energy, and general frustration, per dollar saved, than 
any other cut which could be thought of ; and it is'a safe bet 
that it would not have been imposed on any group of good trade 
unionists. This is not to say that it is unnecessary ; although the 
Government might well have tried the alternative policy of allow- 
ing motorists to keep a basic ration but putting a swingeing tax 
on petrol supplied under it—* supplementary ” petrol granted, on 
much: stiffer tests, for essential purposes being taxed at the 
ordinary rate. Nevertheless, much’ worse things may prove 
necessary soon. But for the prohibition on spinning out the few 
remaining gallons according to private convenience there is no 
justification whatever. It is, of course,easier for the police if the 
mere presence of a car on the road indicates lawbreaking ; and. the 
black marketeers and their clients are correspondingly hampered. 
But are these two considerations really enough to justify pre- 
venting the ordinary car-owner from banking his coupons and 
running his car, while they last, as often or as rarely as he pleases ? 
Or using his last gallon, if he so chooses, on Christmas Day rather 
than November 30th ? On only one assumption can the answer 
be “ yes” ; that the proper regime for this country is—as has been 
well said—government of the people, by the police, for the 
bureaucrats. 

But if petrol shows up the planners this week, it provides no 
advertisement for private enterprise either; for it is now. of all 
times—with consumption cut to the bone, with econemy in man- 
power and everything else imperative as never before—that there 
is announced the imminent return of branded petrol., For.all the 
anticipated pleasure of seeing Shell posters on the hoardings 
again, it would be hard to find a sillier and more, uneconomic 
manifestation of the competitive spirit. It is as well to have an 
conan reminder that government planners have no monopely 
of error. 

* + + 


Housing Lack of Progress 


_ Another depressing housing return (Cmd. 7204) has..made 
its appearance. (Details appear in the Records and. Statistics 
Supplement for this week.) When are the number of houses 
completed in a month going to show the sharp upward movement 
so long awaited ? As it is, the number completed by local authori- 
ties in July (8,333) showed an increase of only 5.3 per cent over 
June, whereas between May and June the increase was. 8,3. per 
cent. Yet the weather this summer could hardly have been 
bettered ; if houses are not completed in large numbers now, it 
is difficult to see when they ever will be. It is surely nothing less 
than scandalous that the rise from the low level reached in the 
atrocious weather of February and March should have been so 
relatively small. The fault is, as has so often been pointed out, 
partly the low output of the present, extravagantly swollen, 
building manpower and partly the: dissipation of resources on 
too lange a number of houses. But the number of houses under 
construction by local authorities still shows no. signs of the big 
contraction that is called for. Since the return goes no farther 
than the end of July, it does not reflect the decisions, if any, that 
were taken during that month and August to curtail the housing 
programme—Mr Strachey’s references to housing at Dundee 
imply, in fact, that Mr Bevan has won his battle and that for the 
time being housing has been reprieved. But whether there will 
eventually be a marked pruning of the total programme or not, 
the target for the rest of this year is clear: it is to finish as many 
as possible of the 230,000 houses at present under construction 
by local authorities and private enterprise and to. prevent another 
large carry-over of unfinished houses into the new year. 


Shorter Note 


The High Court in London last week refused a motion for a 
writ of habeas corpus made on behalf of the 4,500 Jews deported 
from Palestine in July and subsequently sent on to Hamburg. 
The application was heard by Mr Justice Jenkins, and the’ main 
ground for his decision was that as the original deportation from 
Palestine was within the legal powers of the High Commissioncr, 
phe map ye Raining teow oon gr ne a 
of the ship on w were placed fe So Since t 
on board had had an opportunity of disembarking in France. 
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s. The cost of living subsidies should be reduced by £300 
million, and the resulting rise of 2s. 3d. a head a in the 
cost of food should be partly compensated by an increase i 
age pensions, family allowances and unemploymént benefit. *Stiff 
indirect taxation should be imposed ‘on luxuries and semi=luxutie 
to bring in an additional £150 million. ‘Government 
—capital expenditure at home and military expenditure overseas— 
should be cut drastically to. save £200 million... As against these 
economies, the standard rate of income tax should be reduced to 
6s. 8d. in order to restore incentives to enterprise and effort. 
The cesult would be>a, budgetary surplus of {£560 million. 

The FBI is less specific in its proposals. But it, too, proposes 
big cuts in Government expenditure, and though it does not go 
so far as to suggest a reduction in income tax, it states that any 
higher taxation that is imposed to check inflation should be in- 
direct rather than direct. Yet even if the consultants are 
on the diagnosis, what general practitioners could be found to 
carry out the treatment prescribed ? There is no sign that the 
official leaders of the Conservative Party will take up the ideas 
of the authors of “Design for Survival,” who, it should be 
emphasised, are by no means solely concerned with a prescription 
for immediate needs, but also with the old problem of the role of 
the state in economic affairs. They champion the Liberal-Con- 
servative alternative as the only possible choice between the “ twi- 
light chaos” of the present ‘Socialist administration and the old 
Capitalism. It follows, they claim, directly in the tradition of the 
1944 White Paper on Employment Policy. Perhaps next month’s 
Conservative Party conference will show whether the Conservative 
jeaders responsible for thar White Paper agree with them. 


x x x 


The Colonies and the Crisis 


A personal message sent by the Secretary of State for the 
Colonies to all colonial peoples illustrates the complexities of the 
present economic crisis. In brief, the colonies are asked to regard 
themselves as part of the United Kingdom. They are asked, that 
is, to cut their consumption to the minimum, particularly their 
consumption of dollar goods but also of goods produced within 
the sterling area since this will release more goods for export 
in exchange for hard currencies. Colonial sterling balances, in 
consequence, should not be drawn upon ; they should indeed be 
added to by a reduction in colonial imports below what can be 
laid for by current earnings. 

T Foss the poim of view of the United Kingdom’s balance of 
payments difficulties, such a request is logical and reasonable. 
But what will be its effect, if it is acted upon, in an individual 
colony ? For some time, many colonial governments have been 
worried lest inflation should get out of hand. The higher prices 
received for colonial produce from the beginning of the war, the 
shortage of consumer goods in the same period, and the demobili- 
sation of colonial troops with gratuities and accumulated pay to 
spend, have all prodjiced an excess of purchasing power which 
cannot be curbed, as in more advanced countries, by controls, 
rationing or even direct taxation. The colonies have, therefore, 
been looking forward to an increased supply of imported goods 
to meet the higher colonial incomes. Secondly, the colonial 





development and welfare plans are being to a large extent financed 


gut of colonial resources, especially from the sterling balances 
accumulated during the war but also from revenue which is 
largely derived from customs duties on imported goods. What 
the Secretary of State’s appeal in effect means is that the develop- 
ment and welfare policy should be curtailed or postponed 
indefinitely. 

In all this, the colonies are a ee But it is also worth 
pointing out that a reduction in colonial imports may cause a 
setback to colonial production which would recoil on the United 
Kingdom. The problem of finding incentives for, say, the 
African, is even more difficult than finding them for the British 
worker. But it is almost certain that he will not produce more 
groundnuts or copra or commoditics for export to hard currency 
areas if he receives less piecegoods in exchange. On the other 
hand, it is even more certain that if the United Kingdom cannot 
get through this crisis satisfactorily, an end is put to all plans for 
colonial betterment. There is clearly a conflict of interest here 
Which cannot readily be resolved. 


* * * 
How Not to Do it 

Spaced out over the last few weeks have come announce- 
ments that the basic petrol ration would be cut by one-third ; that 


it would be abolished from October 1st ; that there would be no 
Catty-over of September coupons ; that September coupons would 
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be honoured during the month of October only ; and that petrol 
in the motorist’s tank could not be used after November 3oth. 
There the matter now rests except for the forthcoming wrangles 
beween individual motorists amd their local Petroleum offices, 
which may or may ‘not ‘have.comsistent and reasonable directives 
to work by. Ss 

This is really not good enough. The abolition of basic petrol 
(announced, with. typical psychological, ee well after the 
right m t had passed) probably causes more dislocation, waste 
of time and energy, and general frustration, per dollar saved, than 
any other cut which ‘could be thought of ; and it is'a safe bet 
that it would not have been imposed on any group of good trade 
unionists, This is not to say that it is unnecessary; although the 
Government might well have tried the alternative policy of allow- 
ing motorists to keep a basic ration but putting a swingeing tax 
on petrol supplied under it—* supplementary ” petrol granted, on 
much stiffer tests, for essential purposes being taxed at the 
ordinary rate. Nevertheless, much worse things may prove 
necessary soon. But for the prohibition on spinning out the few 
remaining gallons according to private convenience there is no 
justification whatever. It is; of course,-easier for the police if the 
mere presence of a car on the road indicates lawbreaking ; and the 
black marketeers and their clients are correspondingly hampered. 
But are these two considerations really enough to justify pre- 
venting the ordinary car-owner from banking his coupons and 
running his car, while they last, as often or as rarely as he pleases ? 
Or using his last gallon, if he so chooses, on Christmas Day rather 
than November 30th ? On only one assumption can the answer 
be “ yes” ; that the proper regime for this country is—as has been 
well said—government of the people, by the police, for the 
bureaucrats. 

But if petrol shows up the planners. this week, it provides no 
advertisement for private enterprise either; for it is now of all 
times—with consumption cut to the. bone, with economy in man- 
power and everything else imperative as never before—that there 
is announced the imminent.return of branded petrol.. For-all the 
anticipated pleasure of seeing Shell posters on the hoardings 
again, it would be hard to find a sillier and more.uneconomic 
manifestation of the competitive spirit. It is as well to have an 


occasional reminder that government planners have no monopoly 
of error. 
* * x 


Housing Lack of Progress 


Another depressing housing return (Cmd. 7204) has made 
its appearance. (Details appear in: the Records and Statistics 
Supplement for this week.) When are the number of houses 
completed in a month going to show the sharp upward movement 
so long awaited ? As it is, the number completed by local authori- 
ties in July (8,333) showed an increase of only 5.3 per cent over 
June, whereas between May and June the increase was 8.3 per 
cent. Yet the weather this summer could hardly have been 
bettered ; if houses are not completed in large numbers now, it 
is difficult to see when they ever will be. It is surely nothing less 
than scandalous that the rise from the low level reached in the 
atrocious weather of February and March should have been so 
relatively small. The fault is, as has so often been pointed out, 
partly the low output of the present, extravagantly swollen, 
building manpower and partly the dissipation of resources on 
too lange a number of houses. But the number of houses under 
construction by local authorities still shows no signs of the big 
contraction that is called for. Since the return goes no farther 
than the end of July, it does not reflect the decisions, if any, that 
were taken during that month and August to curtail the housing 
programme—Mr Strachey’s references to housing at Dundee 
imply, in fact, that Mr Bevan has won his battle and that ‘for the 
time being housing has been reprieved. But whether there will 
eventually be a marked pruning of the total programme or not, 
the targét for the rest of this year is clear: it is to finish as many 
as possible of the 230,000 houses at present under construction 
by local authorities and private enterprise and to. prevent another 
large carry-over of unfinished houses into the mew year. 


Shorter Note 


The High Court in London last week refused a motion for a 
writ of as corpus made on behalf of the 4,500 Jews deported 
from Palestine in July and subsequently sent on to Hamburg. 
The application was heard by Mr Justice Jenkins, and the main 
ground for his decision was that 2s the original deportation: from 
Palestine was within the legal powers’ of the High Commissioner, 
the Court could not be concerned with the ultimate destination 
of the ship on which they were placed, the more so since those 
on board had had an opportunity of disembarking in France. 














Letters to 


The Education of Our Masters 


Sm,—If the prospect of losing his job is to hold any terror 
for the unsatisfactory worker and induce him to improve his 
performance, he must be afraid that he will have great difficulty 
in finding employment elsewhere, or at least employment under 
conditions as good as those he has left behind. This fear does 
not exist at the moment ; we have a state of “ over-employment.” 
Hence, so runs your argument, the level of employment must 
fall appreciably (by implication) before it is useful to show the 
stick. And many employers will agree with you. 

It would be better to think again. Unemployment might 
indeed be a solution to the problem posed by the unsatisfactory 
worker. To suggest, however, that, even leaving general social 
considerations aside, this advantage is worth the cost is to pamt 
a picture that is sadly lacking in proportions. Of the disastrous 
effects on output of the fear of unemployment there can be no 
doubt. Only one other fear, that of rate-cutting, can rival it in 
breeding restriction of production. As early as 1924 a report 
of the Industrial Health Research Board concluded that “ the 
fear of unemployment is always an obstacle to efficiency, and 
unless it can be entirely removed maximum efficiency will never 
be attained.” Good workmanship is not compatible with fear, 
and it is a mistake to believe that insecurity stimulates the com- 
petitive spirit. Unemployment, in fact, does nothing to remove 
the urgent need to find incentives for the worker ; instead it 
reduces or eliminates such incentives as exist. It would also kill 
stone dead whatever contribution is expected of joint consulta- 
tion and other efforts to enlist the workers’ co-operation. 

Far too much, not too little, fear of unemployment is still 
left in the minds of the workers of today. It does not affect only 
those who have been unemployed ; it is passed on to others besides. 
Lately, restriction of output even in the building industry has 
been authoritatively attributed to this fear. In the middle of the 
war, the Select Committee on National Expenditure reported 
that “it is difficult to persuade the men that the present drive 
for production is likely to be a lasting one.” The urge towards 
shorter working hours is still sometimes connected with the ten- 
dency to unemployment inherent in modern economic systems. 
Recruitment to several industries, even those requiring a high 
degree of skill and hence regarded as interesting, is bedevilled 
by the very same fear. Moreover, uneven production flows in 
post-war Britain, due to irregular supplies of raw materials and 
fuel, do little to convince the workers that, despite all the fine 
talk about full employment, they are not, after all, working them- 
ives out of a job. 

It is important to find means of spurring the unsatisfactory 
worker to greater efforts. But whatever the suggestions that are 
adopted—and little imagination has been shown so far—they 
must not be allowed to spread fear of unemployment among the 
great majority of workers. Has it ever struck your readers that 
some firms seem to have much less difficulty with their workers 
than many others ?—Yours faithfully, 

69 Exeter Road, N.W.2 R. P. LYNTon 

{Mr Lynton should draw a distinction between the prolonged 
mass unemployment of the 1920s and 1930s, which no one wants to 
see again, and enough moderate, short-term unemployment to restore 
some clasticity to the labour market. To put the same point in 
another way, does Mr Lynton hold that the economic system will work 

efficiently with only the present 14 per cent of unemployment? In 
the past, at least 3 per cent, and more usually 5 or 6 per cent, has 
been taken as the minimum for efficiency —Eprror.] 


The Economic Crisis 


Sir,—Mr Marples, in. his detter in your issue of August 30th, 
echoes independently a striking article by M. Bertrand de 
Jouvenel which appeared in the April-May number of Economie 
Contemporaine. Here are the three key paragraphs (the transla- 
tion is mine) which contain his conclusion; — 

If the political direction of an economy relaxes these two springs, 
the rhythm of infensive work and the intensive accumulation of 
capital reserves, not only will it fail to hasten an improvement in 
the standard of life, but st will bring in its train a progressive decline. 
And a state subjected to simultaneous pressures from the mass of 
consumers and the unions of producers will have difficulty in avoiding 

this consequence. ; 
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the Editor 


A directed economy, if it is to be productivist and expansionist, 


. 


an authoritarian state, which nvust be a stern 

oo ens wees Re 

The choice of an economic regime is, therefore, inseparable from 
the choice of a political regime. For power to govern an economy 
with efficiency, it must have conferred on it such a degree of 
authority as will enable it to blot out the wills which disturb jts 
plans. The socialist mission requires fascist controls, Avthoritarian- 
ism or stagnation, that is the choice which dirigisme thrusts on us, 

—Yours faithfully, H. 


Sm—It would be well, in the present situation, to try f 
achieve a sense of historical proportion. Otherwise, like Mr 
Marples, we may be driven to conclusions that are not only un- 
comfortable but perhaps absurd. Could it not be rightly said, for 
instance, that the play of economic forces, in whose effectiveness 
he is led to believe, has in the past taken us tottering from one 
crisis to another—except when the prosperity of the few rested 
firmly on the poverty of the many—and is even now the cause 
of our difficulties ? 

It is too soon to say that the alternative, planning, is bound to 
fail without ruthless coercion. If its aims are right, there is 
surely a reasonable chance of at length obtaining, with patience 
and education, the intelligent co-operation of the workers, with- 
out which all is lost in any case. The fact that the planners of 
the new world are no more adept than their forerunners at 
healing the ills of the old, with which, to their apparent surprise, 
they find themselves encumbered, should not in itself cause us 
to condemn and abandon their objectives. After all, the par- 
ticular surgical remedy advocated at the moment—deflation—is 
calculated to hurt most the working men who are their main 
sponsors and reluctance to operate is quite understandable. Te 
be realistic, no Government, whatever its colour, could hope 





From The Economist of 1847 


September 4, 1847. 


— report of ithe Relief Commissioners [for Ireland] . . . 
; :, the largest amount of gratuitous relief . . . supported 
e283 persons per day; and the number te whom sold 


The returns to August Ist show a gradual reduction to 
2,467,989 gratuitous, : 
including catebtohiaeet’ ied waeniaa teas a er 
Although a reduction of* one-sixth, on 3,000,000 persons 
gratuitously fed, leaves an enormous number still to be pro- 
vided for, it must be remembered that the “period of the 
year that brings with it the greatest amount of distress is 
notoriously that which immediately preceded the gathering 
of the first crops, during July and the early part of August ” ; 
and we may reasonably hope, therefore, that prior to the 
end of September, when the country will be thrown on its 
own resources, that it will be able, though i 
to provide for its own poor. A correspondent informs us :— 


The out-door relief has nearly ceased, nevertheless eve 
one has plenty of food; the harvest-work is in; provieens 


cheap; ‘and the r have means to meet all their 
wants. Today I changed an American order for 
@ poor man for 10 dollars; he said, ‘I did not expect this, 
sir, as I wrote to my brother not to send more te me, as 
I had full employment, I could now do 
sing on his bounty.” . .. He added 
clothes—I will give her the entire, as 1 
and, thank I owe noting. These were xact 
words. Oh, that our rulers could but know the Trish poor! 
. + These statements ... are the most cheering we 
have yet had from Ireland. Nothing is wanted to insure the 
permanent prosperity of its people, but that they should 
make proper use of its advantages. ‘There, “all, save the 
spirit of man, is divine.” The raw materials of endless wealth 
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nowadays to get away with a policy of creating unemployment, 
however it were disguised, without imperilling its political future. 
Labour is too powerful at the polls to be openly defied, too vital 
industrially to be deliberately provoked, and, through its organi- 
sations, too knowledgeable to,be bamboozled about its immediate 
interests. 

The trouble with economic forces. is that-they séem quite’ in- 
capable of attaining. stable equilibrium. ‘Various ‘cures ‘are’ ‘sug- 


gested for reversing the trend.of the. moment—and, of course, 


reverse the trend, we must—but what hope is there that once 
straightened out we shall be able to keep our balance any better 
than we did last time, or the time before that? What I should 
like to see is a reasoned argument, from yourself if you believe 
in it, demonstrating convincingly that the system of economic 
forces—liberal, free, capitalist or whatever you like to call it—for 
which the surgeons and physicians are constantly having. to pre- 
scribe, is capable of prolonged periods of good health, given: the 
acquisitive human properties required. for. individual economic 
success. Personally, 1 doubt it.—Yours faithfully, 
5 Osborne Mansions, N.W.2 '. Dennis WEsIL 


A: Curse on the es 


Sir,—* Socialism ” you write “ would be accepted by an over- 
whelming majority of the people if it could only be given some 
meaning” Do you really think so? When did the conversion of 
The Economist occur ?. And would any meaning do ?—Yours 
faithfully, LIBERAL 

[The language was inexcusably loose—though the sentence was not, 
we hope, so. sweeping: in its original context as without it.. What we 
meant to convey was that Socialist remedies for. the present. crisis 
would be acceptable to the great majority of the electorate—or at 
least would not be rejected merely use they were Socialist—if 
only somebody could make it clear how they differ from any other 
sort of remedies and why they can be expected to work better than 
non-Socialist contmon-sense.—Epriror.] 


Indonesia—The Real Issues 


Sir,—I have read with interest, but not without astonishment, 
the letter to the Editor of Mr Lunshof, Haarlem, Holland, in 
your issue of August 16th. In Holland we have a saying, which 
can hardly be translated into English, to the effect that decency 
demands that dirty linen should be washed at home. I am sorry 
to. say that Mr Lunshof has shown a complete lack of good taste 
in writing his letter. 

There is plenty of evidence that Mr Lunshof’s opinion is that 
of a minority in this country, of a minority holding influential 


Books and 


Surgeon—Historian 


% 
“The Spirit of Gatalonia.’’ By J. Trueta, Oxford University 
Press, 8s. 6d. 


Tuts is a historical work, but with a sharp contemporary point. 
It is a history of his own people by one of the most eminent of 
living Catalans, a surgeon who, in exile in England since the 
destruction of Catalan autonomy in the Spanish Civil War, has 
made a notable contribution to medical science in this country. 
Trueta writes about the past of his country at a time when 
| Franco has imposed on Catalonia a system of ruthless 
denationalisation ; the use of the Catalan language is prohibited 
for any official or serious literary purpose and Catalan books are 
being systematically destroyed as part of the programme for the 
National unification of Spain. Every effort is being made to 
reduce Catalan to the status of a mere local dialect. 


But this in any case is what most Englishmen who have heard 
of it at all suppose it to be. The ignorance of the historical 
ent of the Catalans, even among people with a good 

general knowledge of European history, is very remarkable. It 
is largely a matter of anachronism. “French, Spanish and Italian 
are great recognised living’ languages ; France, Spain and Italy 
have in recent times been sovereign states ; so it is natural to 
assume that phases of history which do not conform to this 
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positions in The Hague and, Batawia, , Furtlief, it is evident that 
the complete failure to come to an agreement with the Republic 
of Indonesia :is, to a great extent, dué¢ to: the’ activities ofthe © 
friends of ‘Mr: ‘Lunshof and ‘of ‘his’ ‘co-actors ih the’ Indonesian 
Government, the so-called extremists. Both “these” grotips”4re 
interested, to avoid. any reasonable understanding ; the Dutch 
group. in order to maintain the possibility of ‘colonial exploitation 
ofthe Indian Archipelago, the Indonesian extremists ‘by reasons: 
which originate from a universal hatred for Western men and 
civilisation, 

_ IT wish: to state clearly that it is neither the will nor the inten. 
tion. of the Dutch Government or the, Dutch people to suppress 
by arms the: desire for liberty and.independence held so strongly 
bythe: peoples of Indonesia.’ Only very few Dutchmen -show 
such a complete inability 10 understand what is going on in Asia. 

Finally, I am fully aware of the fact that English readers’ are 
well informed about developments and events in that part Of the 


world and do not need the personal point of view of Dutch die- ’ 
hards:—Yours faithfully, ; 


F. L. J. Van AAatst 
‘Churchill-Laan 45, Amsterdam t 


Socialists. of Eastern Europe 


Sir,—-My expeiience in Rumania last December bears out your 
Special Correspondent’s opinion that the Opposition: fraction of 
the..Social, Democrat. Party which followed Titel Petrescu is a 
minority. . 

My experience in Bulgaria during the two months before that, 
however, contradicts his. belief. that. that. which followed. Kosta 
Lulchev into opposition is.a majority... The estimate. which I 
heard, from a reliable. non-Communist. foreigner who, had been 
there’ almost ever since the liberation, was that. it had about 
3,000 members, compared with about, 100,000 members in the 
section supporting the Government. . The votes cast at the general 
election on October 27, 1946, which wece generally .agreed. to 
have been properly conducted, are unrevealing in this. connection 
because Lulchev’s Social Democrats..and. Petkov’s .Agrarians 
decided to ask their supporters to vote for them indiscriminately, 
and it is therefore impossible to say how many of. the 1,205,530 
votes which they collected together were votes for the Social 
Democrat Party. Since; however; the votes cast: for the Social 
Democrats supporting the Government numbered only 79,511, 
out of a total electorate of 4,252,631, it willbe realised that, 
unless one assumes that the supporters of Petkov’s Agrarians were 
few, which is, improbable, the combined. strength of the divided 
Social. Democrats. is, relatively insignificant —Y ours ‘faithfully, 

28, Gloucester Place, W.1 Epecar P, Younc 


Publications 


pattern are of no great significance. But the Catalan language is 
really a survival of Provencal, the Langue d’Oc—the speech of 
the troubadours—and in the twelfth century the Provencal-Catalan 
lands formed a world which was neither French nor Spanish, but 
much more civilised than the hinterlands to north and west of it. 
After the French conquest of what is now the South of France 
the distinct Provencal culture gradually disappeared, but south of 
the Pyrenees Catalonia retained its national identity, with its 
own laws, customs and a parliamentary constitution in which all 
classes were represented, until it fell under Castilian domination 
in the time of Ferdinand and Isabella. For a coastal land with an 
enterprising seafaring population and a high development of trade 
and industry, the ascendancy of the backward central plateau of 
the Peninsula was an enduring blight, and the antagonism of the 
two peoples has never been resolved. The separate constitution 
of Catalonia was finally suppressed in 1714—with. the assent of 
England after England had used the Catalans as allies in the War 
of the Spanish Succession, In 1931, with the coming of the 
Republic, rhe Catalans regained autonomy, only to lose it again 
to Franco’s armies inv 1938. But Mr Trueta maintains that those 
who think the Catalan problem has been settled by the Franco 
regime “ will be proyed wrong,” and it is indeed unlikely that 
anyone who reads his book and realises how tich is the cultural 
and political heritage of this poe ‘will be ready to believe that 
Spain can now be governed for long on any but a federal basis. 
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Mexican Scene 


“Mexican Kaleidoscope.’’ By Norman Wright, FRGS 
Heinemann. 175 pages, with 24 pages of Illustrations and 
end-maps. 15s. 

A vivip variety would seem the quality that most impresses 
the observer of the Mexican scene. And it is this which charac- 
terises Mr Wright’s present work. It is a book of purely personal 
theories, observations and reminiscences on a great variety of 
subjects. And it is in a minor key throughout. To the political 
experiment which, as the Revolution of 1910 evolves into what 
may be the pattern for the development of other Latin American 
States, captures the interest of so many foreigners there is barely 
a reference—nor to oil, nor to Sr Lombardo Toledano and his 
powerful Labour organisation, nor to the problems of industrial 
independence with insufficient capital, machines and skill: and 
wisely so, for the author, who was Military Attaché to the Mexican 
Government for three years during the war, “enjoyed,” as he 
explains in the Foreword, “rather special facilities for getting to 
know the country from one end to the other.” Others, he implies, 
may bring their particular gifts to the interpretation of specific 
problems, but his self-chosen function is to act as a kaleidoscope, 
to mirror the bright fragments of his varied experience for the 
enjoyment of the beholder, 

The result is a pleasant travel-book, light, colourful and per- 
ceptive. Perhaps its weakest sections are the early chapters on 
Mexico generally and its capital and the penultimate chapter on 
the Arts in Mexico. These need a more co-ordinated approach 
than the scheme of the book permits. Yet in them may be per- 
ceived many of the qualities which give other sections of the book 
its charm—the author’s delight in departing from the beaten track, 
his interest in nature, his curiosity about Mexico’s many rich 
civilisations of former ages and his sympathetic interest in their 
latter-day heirs, the Indians. Indeed, an appreciable part of the 
book is devoted, directly or indirectly, to the Indians. The 
description of a visit to the 300 odd surviving Seris, a race too 
primitive to comprehend the technique of agriculture, even when 
instructed in it, is especially interesting. This and similar expedi- 
tions bring out the inadequate communications and difficult terrain 
which, with the advancement of the Indians, rank among the 
chief problems of Latin America generally. Incidentally. in the 
occasional references to the success with which the Mexican 
Government is solving these problems there appears to be a 
polite tendency to equate plans with performance. 


Other Things are Never Equal 


“ La Valeur Logique des Théories Economiques.” By Bertrand 
Nogaro. Presses Universitaires de France. 185 pages. 

Ir is a pleasant and fruitful task to puncture the illogicalities of 
the great, and Professor Nogaro wields a very pretty pin. His 
theme is the vital importance, in any deductive economic analysis, 
of a detailed as well as a clear definition of the data, and of check- 
ing the sequence of argument stage by stage against reality, He 
has something to say in passing about the corresponding need, on 
the side of the inductive economists, to make full use of hypothesis 
to check an apparent sequence of facts; but his heaviest fire is 
reserved for the theoreticians. Though he does perhaps under- 
estimate the importance of pure theory in providing the tools of 
economic thought, few British economists in these days are likely 
to dispute his general emphasis, and least of all since the rapidly 
increased recognition of the importance of applied economics 
which has followed from the war years. As an analysis of current 
fallacies, his cap in fits French heads distinctly better than 
British, for the examples of unsound logic which he quotes are 
hardly characteristic of British economic thought to-day. Or at 
any rate those of them which are genuinely unsound, since, in 
his long series of fallacies from Hume to Keynes, there are at least 
a few. instances (notably his discussion of the marginal theories 
of value and imputation) in which his own logic is open to dispute. 
The chief though not the only value of this book for British 
readers should be as a text for second- and third-year students-— 
those who already have a fairly. wide knowledge of theory —on 
how not to conduct economic analysis. The expert economist will 
find a good deal of enjoyment in it, and the theoretically-minded 
student should suffer some salutary shocks, while both alike will 
be pleasantly reminded of the venomous delicacy of the French 
language in pinning down a shade of contempt. “Should one s@ 
in this,” as Professor Nogaro inquires of Professor Robbins’s 


panegyric on Wicksieed’s discovery of the reversibility of the 


demand curve, “yet another proof of the irresponsibility with 
which economic theory is 100 often treated, or should one not 
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rather detect here a discreet manifestation of traditional British 
humour ? ” 


Shorter Notices 


“ Towards a Classless Society.” H.D. Hughes, MP. Fabian. 
Publications and Gollancz. 17 pages. 6d. 


THIS competent and clearly written newcomer to the Fabian Society’s 
series of discussion pamphlets will probably be found useful by many 
who are neither Socialists nor members of discussion groups. Drawing 
on Government statistics and reports, on such classics as Daniels and 
Campion’s “ Distr_bution of National Capital” and Carr-Saunders’s 
and Car:doc Evans’s “ Social Structure of England and Wales,” and 
on Parliamentary debates, it provides a neat factual foundation for any 
intelligent consideration of the problems of class structure, not to 
mention taxable capac.ty, incentive, and half a dozen other topics. 

That is undoubtedly a full half, probably the more important half 
of a discussion pamphlet’s job. The other half is to be stimulating. 
to start profitable trains of thought, to indicate the possibly significant 
and, more subtly and valuably, to inculcate the habit of looking for 
significance and evaluating it when found; to do, in short, as much 
as possible of the work of a good live teacher. Here Mr Hughes, 
for all his practical experience, is less successful. His suggested ques- 
tions for discussion are practically tests of the reader’s, or discussion 
group’s, capacity for memorising his own facts and figures. One 
could suggest a few better ones at half « minute's notice. Would the 
classless society necessarily mean the rule of mediocrity? Should future 
leaders be spotted young and given any special training? . And do we 
need anything in the nature of a Fiihrerprinzep, anyway? Is the 
monarchy compatible with a classless society? And so on. No doubt 
that is precisely what group discussion leaders will do. 


“ The Little Man Marches On.’’ Cartoons Strube. “ Dai 
Express.’’ 160 pages. 3s. 6d. re y 


To an eye accustomed to David Low’s unerring political eye and 
magical economy, the pictorial comments of Strube on the events of 
the last two years often seem ephemeral, overcrowded and fussy. Yet 
how good they are, and how wrong would be the historian who 
neglected that aspect of the British character which they illustrate, 
Look at the cartoon of July 28, 1945: Coalition (Attlee and Churchill, 
sitting peacefully side by side, listen to an anonymous voice asking 
from the other side of the despatch box, “ What are you going to do 
about it ?”); Intermission (Churchill, still peaceful, is similarly apostro- 
phised by Attlee); Opposition (it is Attlee now who benignly listens 
and Churchill who asks the question). How much of British political 
life is expressed in the temper of that? Or sce the bread crisis of 
1946—a somewhat bedraggled John Bull shies half-a-ioaf to a raft- 
load of hungry fellow-castaways, shouting, “ Coming over—don’t forget 
I’m on a raft, too.” 

But Strube’s real hero is, of course, the Little Man ; skimpy, walrus- 
moustached, baggy-trousered (when he is not expressing Austerity by 
wearing a barrel), thankfully discarding his warden’s helmet for a 
bowler, cultivating his garden and muttering objurgations against the 
crows (marked “ Taxes”), ruminating over the atom bomb, struggling 
with burst pipes, lighting “just one” cigarette nine days after the 
Budget. He is not a heroic figure; he is short-sighted, not very 
bright in the intellect, probably a dreadful bore in private life ; not a 
very satisfactory représentative-of a Britain which needs thews, in- 
telligence and the long view. But there are worse deficiencies. One 
retains a sneaking affection for the little fellow and a corresponding 
gratitude to his creator. 


“Sveriges Utrikeshandel efter Kriget. Meddelanden fran Kon- 
junkturinstitatet; Serie B, Nr. 7.’’ With a Summary in 
English. Isaac Marcus Boktrycker’s AB, Stockholm 1947. 
64pp. 1 Kronor. 


THIS concise and competent review of Sweden’s foreign trade since 
the war describing Sweden’s difficulties describes also the problems. 
of Europe’s distorted economy—but most of Europe has the devasta- 
tion of war to contend with as well. The “inflationary gap” stimu- 
lates luxury imports. After a speciously encouraging start as reli 
shipments or long-awaited imports swell the figures of foreign trade, 
the “German vacuum” and other effects of war make their presence 
felt. Trade shifts to the New World. Its terms become increasi 
unfavourable, although its volume remains high. The scarcity and 
high cost of raw materials foster autarkic tendencies. These in theit 
turn cramp trade. All this and more is discussed in this excellent 
little pamphlet, and eighteen tables and five schedules provide 
necessary illustration, 


“Les Transfers Internationaux de la Population.’’ Institut 
National de la Statistique et des Etudes Econ omiques, 
Presses Universitaires de France. 556 pages. 

THis -massive study, exhaustively documented, -will constitute 2 

standard — of anne eae en various ees 
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AMERICAN, SURVEY 





~ Portrait of a Plan 


(From Our US 
“Who is Silvia? What is she? 
That all our swains commend her?” 


HAT, indeed ? The swains of the State Department find 
Wy ‘c diticatr to ansecr. It is not, they say, a plan at all— 
yet. They prefer to cali i the Marshall Approach. It is, 
they explain, an approach to a problem—not a cut-and-dried 
plan for solving it. But, though its father and his staff may 
be reticent, others have been roughing in the outline recently. 

Who is the Marshall Plan? What is She? We do not know 
yet. Wholly fair, undoubtedly. “ United States officials ” were 
recently said by the New York Times to consider Britain’s 
economic position serious. But they “ pointed out that the 
Marshall Plan, on which the United States hopes to build its 
programme of European recovery, does not permit the selection 
of any particular country for preferential treatment.” That 
is Silvia. 

From Geneva come more lines.to fill in-some gaps in our 
knowledge. “ The United States,” says Mr Michael Hoffman 
to the New York Times, “has made it clear to the European 
countries interested in the Marshall proposal that a definite 
project for a Customs Union is one essential for further large- 
scale United States aid... .” That also is Silvia. 

“Is she kind as she is fair?” The President thinks so. 
When asked whether there was any possibility of a Marshall 
Plan for Latin America, he replied, firmly, that there had been 
one for a hundred years. “ But with the governments who have 
declared their independence and maintained it,” runs the 
Western Hemisphere’s centenarian Marshall Plan, “and whose 
independence we have . . . acknowledged, we could not view 
any interposition . . . by any European power in any other 
light than as the manifestation of an unfriendly disposition 
toward the United States.” That, too, appears to be Silvia. 

Mr Snyder, on one occasion, said that the Marshall Pian did 
not envisage any American financial help to Europe. But Mr 
Benjamin Cohen, speaking for the State Department at Long 
Beach, California, said: “Those who have been studying 
Europe’s rudimentary rehabilitation needs tell us that Europe, 
including Great Britain, may require as much as five or six 
billion dollars a year for another three or four years.” Mr 
Dean Acheson, at Cleveland, Mississippi, speaking, it is true, 
before the Harvard speech which gave birth to the Marshall 
Plan, but speaking surely in the réle of John the Baptist, also 
used figures. (There may be signi in the coincidence 
that the two State Department officials who were known to be 
resigning were chosen to mention the difficult subject of doilars.) 
Mc Harriman, on the other hand, explaining the task of his 
committee, stressed the fact that its report would be in terms 
of products—not of dollars. 

All these things are the Marshall Plan, but they are by no 
means the whole of it. It has been left purposely vague, though 
it is very real to its progenitors, The reason why it has never 





Editorial Staff) 


been explained is partly because it took their breath away. 
When they found it taking shape they realised that 


“She excels‘each mortal thing 
Upon this dull earth dwelling.” 


They also realised that the United States was vulnerable to 
remarks about “the almighty dollar” and “ dollar diplomacy.” 
Mr Roosevelt invented lend-lease to take the dollar sign out 
of the war. It came back to spoil the peace and this is partly 
am attempt to take it out once again. For that reason, the 
invitation to the European powers was a very general one. 
They were to draw the outline, .With the help of the few 
hints given them they would provide a silhouette, which would 
later be filled in and given colour. by enlightened American 
generosity and self-interest. Within certain limits they would 
determine the shape of the Marshall Plan—but they must not 
produce a portrait of Silvia unrecognisable by her parents, 


* 


There has recently been a certain doubt whether the portrait 

was going as well as had been hoped. Mr George Kennan, 
chief of the State Department’s new Planning Division, went 
to Paris last week to look it over. Now is the moment for more 
precise definition. When the Secretary of State comes back 
from Rio and the American people come back from their 
vacations the campaign to explain and sell the Plan must begin. 
Its shape must then be settled—even if all the colour ‘has not 
yet been put in. The report of the Paris Conference was to 
provide the outline on September 1st. The colour will come 
from the reports of the Harriman Committee on October rst 
and, most important of all, the decisions of the House Select 
Committee on Foreign Aid, the Herter Committee, which will 
return to the United States with its findings in the second week 
of October. 
. Mr Kennan went to Paris to ensure that the portrait had all 
the features required to provide the necessary sales appeal—the 
bright eyes of Customs Union, the shapely features of hydro- 
electric schemes which take no account of national boundaries, 
and the red lips of an integrated transport system for Western 
Europe. There have been rumours in Washington that some— 
or alli—of these were missing. If they are, it will not be an 
easy portrait to sell. Before the American people will “ garlands 
bring,” they must be assured that the Plan has the breadth 
and vision which they need to inspire them. The idea has 
these qualities. It has the basis of generosity which moved 
Herbert Hoover during the first World War, It has enough 
self-interest to clear the conscience of those who are always 
afraid that Uncle Sam is being Uncle Sap again. It takes, with 
exactly the right amount of innocent bewilderment, a glancing 
blow at Russia and the Eastern bloc—thanks to the tactlessness 
of Mr Molotov. It may, if properly handled, make the United 
States, in twenty years, the unchallenged leader of the world 
without any of the responsibilities previous world leaders 
had to shoulder. 


4 


there. . That is the way of Congress. But the Siate Department 
will not abate their <dmiration whatever becomes of her. 

if Congress does its worst, they feel, they will be left with the 
Venus de Milo. 
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Radioactive Isotopes 


(From an American Correspondent) 


NE of the important by-products in the discovery of 
nuclear fission is the production of radio-isotopes of almost 
aay element in any desired quantity. “Isotope” is the name 
given to all atoms of different weight belonging to the same 
element. For example, oxygen is composed of three isotopes, 
oxygen’ and oxygen'’ and oxygen". The three kinds of oxygen 
are indistinguishable chemically, but can be distinguished by 
physical means which are dependent on slight difference in 
mass. These isotopes are called stable, or non-radioactive, 1s0- 
topes. In 1934 the Curie-Joliots discovered that it is possible 
to make unstable or radioactive isotopes. These new elements 
are chemically identical to the stable, or non-radioactive, homo- 
logue ; they differ from the stable isotopes only in that they 
give off radiations. They are not found in nature, with a few 
exceptions of little biological significance. 


Three fields of usefulness can be foreseen for these materials 
in biology and medicine. The first, and probably least im- 
portant, is their direct use in the treatment of cancer and 
allied diseases. As has been known for many years, the radia- 
tions from radium or X-ray machines can be used to cure certain 
types of cancer or to alleviate the suffering caused by this 
disease. The mechanism involved is fundamentally one in 
which the radiation produces greater damage to the cancer 
cells than to the normal cells. The major difficulty with ex- 
ternal radiations, as at present used in the treatment of cancer, 
is the rather small margin between the dose which kills the 
cancer cells and the dose which kills the adjacent normal cells. 
Many cancers today cannot be successfully treated because the 
amount of radiation necessary to kill these cells also kills the 
normal cells in the field of treatment. 


Another field of usefulness for radio-isotopes in medicine is 
in the diagnosis of disease. Here the tracer technique is what 
is used. This technique rests on two points: the above-men- 
tioned chemical identity of a given radio-isotope with its stable 
isotope, and the existence of instruments which permit the 
detection of the presence of radio-elements in quantities far 
smaller thaa is possible by other techniques. For example, it 
is possible to detect a billionth (10°) part of a millionth of 
an ounce of radioactive phosphorus. This means that one 
could mix a minute quantity of a compound containing a 
radioactive element with a large. amount of the non-active 
compound and trace or detect the movement of the resulting 
mixture. Compounds of radioactive sodium and radioactive 
iodine respectively have already found .use in diagnosis _ of 
diseases of the small blood vessels and of the thyroid gland. It 
seems certain that compounds containing other radio-elements 
will speedily be utilized in the diagnosis of other. diseases. 
Among the possibilities are the use of radio-phosphorus in the 
evaluation of liver function and the use of radioactive carbon 
contained “1 organic compounds in the evaluation of disturb- 
ances of protein, fat, and carbohydrate metabolism. 


Finally, and potentially far and away the most important, 
there is the application of the tracer technique to increase 
knowledge of life processes—to find out how the human body 
functions. The site and mode of action of drugs, vitamins and 
poisons can be investigated by “ tagging ” the material in ques- 
tion with a radioactive element, then following the movement 
of the injected material in the body. Perhaps the greatest value 
of the method will lie in the: biologist’s ability to investigate 
these normal body processes’ which cannot explored 


ordinary chemical methods. For exam iis mend bien dock 


~ # e. It is not-/known, nor 
can it be found out with any other technique, how, where, or 
at what rate they are utilized. Only after such. knowledge’ is 
available about a wide variety of metabolic processes can the 


treatment of the metabolic and degenerative diseases be placed 
on a rational basis. At that time it is not unreasonable to pre- 
dict that at last a beginning can be made in progress in the pre- 
vention and treatment of cancer, high blood pressure, heart 
disease and the rest of the illnesses that arise from disturbances 
of metabolic processes. 


So it is seen that the benefits to be obtained from the use 
of radioactive isotopes is great. It is not too much to predict 
that use of radio-isotopes in medicine and biology will alter the 
treatment and prevention of disease as much as, or more, than 
the advent of the microscope altered them in the past. The 
effective treatment of infectious diseases necessarily was depen- 
dent upon the discovery of bacteria or germs as a Causative agent 
for these diseases. The microscope made it possible to see 
small bodies. With medicine’s new tool it seems certain that 
the answers to many questions will be found and rational treat- 
ment made possible of diseases which are now treated ineffec- 
tively. 


American Notes 
Limits on Dollar Aid 


Despite the publication of some rather half-hearted denials 
in Washington, there seems to be no doubt that the State Depart- 
ment was shocked by recent estimates from Paris suggesting a 
European Aid Programme at an overall cost of nearly $30 billion 
for the next four years. Less than a fortnight ago, the official 
line of the State Department was that “ interference ” in the Paris 
Conference by the United States would run the dual risk of stimu- 
lating Soviet charges of dictation, and of giving official support 
to European estimates in a manner which might easily bring a 
Congressional mood of overwhelming hostility to further dollar 
aid. The despatch of two special State Department delegates (Mr 
Kennan and Mr Bonestecl) to Paris reflects the later view that 
prior agreement between the United States and the European 
nations concerned, however informally expressed, will prove to be 
less damaging than any later rift on dollar totals. Apart from 
this factor, which provides a simple reflection of the State Depart 
ment’s phobia concerning the trend of Congressional opinion, 
there is genuine anxiety about the lack of progress in Paris of 
moves for the economic integration of Western Europe. 


Circumstantial reports suggest that an initial figure given by the 
State Department as a “ yardstick” for European Aid possibili- 
ties, covers from $15 to $20 billion over five years. It is also 
Suggested that such an estimate will be well in line with initial 
estimates prepared by the Policy Committce of Nineteen, now 
working under the chairmanship of Mr Averell Harriman, Secre- 
tary of Commerce. State Department officials have been working 
on estimates for some time now. But the Harriman Committee 
itself will not issue a report before the close of this month, and 
its work will be dovetailed with estimates submitted by a special 
committee of the Council of Economic Advisers, and a further 
committee on national resources, headed by Mr Krug, Secretary 
of the Interior. These facts suggest that the State Department 
“ yardstick” at this moment is. probably no more than a fairly 
realistic assessment of what may be expected from Con 
given a Suitable response from Europe in terms of “ self-help,” 
and of solid moves towards economic integration. 


Such an interpretation is also borne out by the present shape 
of the Budgetary estimates for 1947-48. As noted last week, Mf 
Truman’s latest Budget estimates provide for revenues of $41-7 
billion and expenditures of $37 billion—a surplus of $4.7 billion. 
Actual cash outlays, he : probably fall short of the 
expenditure total by as muchas $2 to $3 bi : 


of 
the fiscal year, these figures oe 


dependent, of course, 


upon the assumption that business activity and national income 
remain at present high levels. It must not, however, be 
that any balance of $7 to $8 billion would be scheduled almost 
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automatically for a European Aid programme. Political observers 
jn Washington have noted that recent Presidential declarations 
have been careful to avoid any complete shattering of tax reduc- 
tion hopes. And it is widely held that the approach of the 1948 
elections will enforce a much more sympathetic attitude towards 
the Republican Party’s clamour for tax relief. Such a programme 
need not go all the way with the $4 billion plans vetoed this year 
by Mr Truman. But any worth-while plans would almost cer- 
tainly put a limit of, probably, $5 billion yearly on dollar aid. 


* * * 


The Economic Burden 


By next January, of course, many complicating factors may 
sway Congressional votes. There may be a swift export decline, 
and there may be a swift business recession, while fresh develop- 
ments on this side of the Atlantic may yet prove to be the 
deciding issue. A dollar aid programme, moreover, could be 
financed outside the normal Budgetary schedules, although such 
a purely bookkeeping shift would not adjust in any way the real 
burden of continuing assistance. What can be said with safety 
js that the economic burden of assistance on the scale now sug- 
gested in Paris would certainly not strain the resources of the 
United States: nor need it necessarily bring fresh inflationary 
pressure. The following table shows the pattern of inflation in 
terms both of foreign and domestic demands upon the US 
economy :— 


(in billion dollars) 
Personal consumption... soe, O75 143.7 1538.0 
Gross domestic investment — 20 24.6 29.5 
Net foreign investment ... s O89 48 10.0 
Government purchases... «. 13.1 30.7 27.5 


Gross National Product ... 90.5 203.8 225.0 
+ Annual Rates, 

So long as personal consumption and domestic investment con- 
tinue at present high levels, so long will inflationary pressures 
persist. But a Marshall programme will certainly not mean a fresh 
increase of the foreign investment total, which is destined to fall 
sharply in the near future without such a stimulus. And the 
process of post-war _re-equipment must. by now. almost. certainly 
have reached, or nearly reached, the stage where.a pause is essen- 
tial for orderly progress. A decline here from $30 billion to $25 
billion, for example, would certainly leave the economy accumu- 
lating new capital equipment on a scale beyond the pre-war 
average, and would leave ample scope for post-war rehabilitation. 
But if all the present demands on the American economy are 
maintained, there will be stringent limits on the Marshall Plan, 
since Congress will clearly be in mo mood to strengthen the 
modest powers ‘of allocation now held by the executive branch. 
The weaker the position revealed by Western Europe, the more 
clamorous become the voices for a strong America before any other 
goal. On the extreme wing, such views are presented in the 
Wall Street Journal, which now declares quite roundly that “the 
British loan has not done any of the things that its sponsors 
claimed. Other loans made under like circumstances give no 
promise except to have very similar results. It is time to stop.” 
At another level, the suggestion is that only an American con- 
tolled corporation (such as a sort of Reconstruction Finance 
Corporation with direct US supervision) can make any loan plan 


_ taadworthy This is only another way of repeating the Wall 


Street Fournal’s plea, and it is a far cry from these columns to 

influential and friendly commentators, Joseph and Stewart 

, who jointly declare that the United States has gone through 

the world crisis “like a nation in a dream—an opium dream of 

peace, plenty, and pleasure.” Between them stands Mr Lovett, 

the Assistant Secretary of State, declaring that “our concern is 

that any programme should. not only be reasonable, but realistic, 

and involve diminishing amounts of assistance.” But Mr Lovett 

since made public Administration’s fears that Congress cannot 
Move fast enough to avert breakdown in Europe. 


x * * 


Rallying the Legion , 

It is an impressive reflection of the potential power of the 
Veteran that most of the country’s leaders found time this last 
Week to address the American Legion Convention in New York. 
Mr Truman alone was unable to attend in person, due to an 
impressive press Of business. History will record; no doubt, 


that.a resolution was | ing the Marshall. “to 
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back a rising flood of Communism ”; that other resolutions were 
framed endorsing aid to Greece and Turkey, but prodding the 
Administration to move faster and further and urging the 

of the United Nations through modification of the 
veto. The agenda of the ‘convention bears testimony to the 
effectiveness of a slogan of an organisation for which the Legion 
has nothing but scorn: the “Citizens First, Veterans Second.” 


If there was a bonus plan somewhere in the works, it has yet 


to be reported. The Legion has not yet made any move to 
welcome to high office or into its policy discussions the politically- 
conscious veterans of World War II, although they make up 
79 per cent of its membership of over . But the serious 
business of the convention is evidence of a desire of the executive 
to make the Legion something more than a lobby for veterans’ 
interests, though how many Legionnaires Knew what was in the 
resolutions they accepted is a matter of dispute. 


The Convention also made history by providing the occasion © 


for Governor Dewey boldly to follow the lead of President Truman, 
the Legion itself, and the Gallup poll, in espousing military train- 
ing. Under such august auspices, the Governor has not hesitated 
to take an effective little jab at Senator Taft, who has steadfastly 
opposed military training. A modest foray in Senator Vanden- 
berg’s direction was less fortunate; support for, and criticism of 
the extent of, a bi-partisan foreign policy was accompanied by an 
aside claiming to have fathered bi-partisanship as long ago as 
1944. “ Me, too,” is a phrase which has been used before to 
describe Mr Dewey’s aptitude for climbing on band-wagons. once 
they are well under way. 

How great an impression the speeches and ringing resolutions 
made upon the happy invaders of America’s largest and richest 
city is another matter. This was an invasion armed with water 
pistols and battery-charged walking canes, which in an all too 
real sense electrified innocent passers-by; of jovial crowds spilling 
over into the roadways; of interminable road blocks. It was the 
old Legion back again, a trifle greyer, bringing its sons of World 
War IT with it, but determined that nothing should interfere with 
the traditional horse play. Progress has done away with the 
street cars which could be blocked by lying on the tracks, but 
otherwise little was changed. New York, despite its. pride in its 
deliverers of two wars, and the millions of dollars of business.a 
Legion Convention brings. with it, has. welcomed.a-new. liberation 
as the legions melted away. 


x * * 
To File or Not to File ? 


The battle over the boycott ofthe National Labour Rela- 
tions Board still rages unabated. ‘The central issue is whether 
union officers should sign the anti-Communist affidavit and dis- 
close union. finances in’ order to.¢njoy .such.protection and 
privileges as the Board still offers. Fourteen unions affiliated with 
the Congress of Industrial Organisations (out of a total of 24) have 
gone on record against resorting to the NLRB, and Mr Lee 
Pressman, general counsel to the ‘CIO, has urged the use of 
economic force as a substitute for NLRB authorisations. The 
AFL decision to file or not to file will be made on September 8th. 

What is becoming clearer is the disposition of the labour 
unions, looking closer, to declare of the law “ What big teeth you 
have, grandma!” Boycott is possible (though Mr Hartley calls 
it brazen effrontery), but the costs may be greater than was 
realised at first. It has been ruled that if a single officer of a 
national organisation refuses to sign, no affiliated union may be 
considered to have met the requirements of the law. If the right 
of a non-filing union to represent the workers in a given plant 
is contested by another organisation which has complied with the 
rules, the non-signing union. may face an election held by the 
NLRB in which its name does not appear on the ballot. It would 
also be deprived of the right to negotiate any sort of union security 
agreement. No cases charging unfair labour practices could be 
brought by it before the Board. It may even be decided that 
cases pending when the Taft-Hartley Bill became fully effective 
on August 22nd may not be heard if the petitioning union refuses 
to fegister with the NLRB. As a consequence, it is suspected 
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that even the arch-recalcitrant Mr John L. Lewis will eventually 
decide to declare that he is not a Communist, not only for the 
sake of the other constituent unions of the AFL, but because his 
“ District 50” (though not the miners’ union itself) is accustomed 
to bringing complaints before the Board and requesting elections. 
One interpretation of the law has saved the CIO from a serious 
embarrassment, The executive board of the CIO will not, it 
appears, need to file anti-Communist affidavits, a step which would 
have been difficult for Mr Ben Gold, head of the furriers’ union 
and long an avowed Communist. Whatever the bulk of the unions 
decide to do at present, it is becoming clear that in a time of 
falling employment, with its encouragement to sharp employer 
practices, the costs of not clearing themselves with the NLRB will 
mount. 


x * = 


Co-operatives Under Fire 


The Republican majority has at last got round to the gad- 
fly of the co-operative movement, which from humble origins 
among farmers has grown into big business. In 1944 co-operatives 
did a national business of $6} billion—6.5 per cent of total con- 
sumer expenditures, The endemic cry of private business is that 
co-operation has grown, not because it met a need, or because 
of superior efficiency, but because it enjoyed an unfair exemption 
from taxation. To wipe out this unfair advantage the National 
Tax Equality League was formed. One of its unintended by- 
products has been to give co-operation more free publicity than 
it has ever been able to secure for itself. 


A sub-committee of the House of Representatives has made it 
a recess task to investigate “whether and to what extent tax- 
exempt privileges of co-operatives are harmful to free enterprise.” 
It plans to look at 45 co-operatives, from New York to California, 


but the investigation has started in Washington’s own backyard. 
& 


The consumers’ co-operative established at Greenbelt, Maryland, 
2 government-owned community, has been branded a monopoly 
because the residents decided, in the beginning, to exclude private 
enterprise from its retail trade and to establish a Co-operative 
Society of which two-thirds of the inhabitants are now members. 
The community, created in the early days of the New Deal, and 
sometimes known as Tugwelltown, has a ten-year contract with 
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the Federal Housing Administration, an agency enjoying no popu. 
larity with a Republican Congress. _ ; 

This explains, no doubt, why it was chosen at the. start, 
Logically the committee, if it is really investigating tax-exemption, 
should have begun with the agricultural producers’ co-operatives, 
which enjoy the complete remission of Federal taxes, 
co-operatives pay most of the taxes levied on private 
with the exception that income returned to members is not liable 
for Federal income tax. oe 

The strength of the committee’s convictions will be tested 
when it moves West to take up the question of farmers’ go. 
operatives. Greenbelt can be tarred with the New Deal brush ; 
but in the Middle West co-operators and Republicans are one 
and the same, and the committee members may be forcibly re- 
minded that it was the Republicans who wrote the tax-exemption 
clause into the Internal Revenue Code in the nineteen-twenties 
as an aid to bankrupt farmers. As was the case when the House 
of Representatives, in the pursuit of economy, slashed irrigation: 
and conservation payments for the West, the Republicans may 
wake up to find they are biting their own tail. 


Shorter Notes 


Trade experts allege that prices of British woollen goods are 
now “completely prohibitive,” a development which is said to be 
due to higher prices for faw wool imports, and to the regulation 
of domestic prices for finished goods. According to one spokes. 
man, a devaluation of sterling by 20 per cent would be needed to 
make United Kingdom prices competitive. It may be noted that 
present tariffs on finished woollen goods are extremely high, 1939 
rates ranging from 35 per cent to 85 per cent ad valorem. — 


x 


The Department of Agriculture forecasts a fall of at least 5 ‘per 
cent in meat supplies next year, the 1947 total being at the record 
level of 23 billion Ib. Prices have rather more than doubled the 
1937-41 average, and the Department says that present demand 
has brought a heavy dip into livestock reserves. Simultan ‘ 
mid-western reports suggest that a growing number of farmers 
are now convinced that gross farm income will reach a near-term 
peak this year, and that rigid costs and smaller feeding crops will 
bring lower net income over wide areas. 
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THE WORLD OVERSEAS 





Terror in the Punjab 


(From Our Special Correspondent in Lahore) 


HE present slaughter in the eastern Punjab, where the Sikhs 

are systematically exterminating the Muslim rninority, is the 
worst outbreak of communal violence in recent Indian history. 
It is far and away the best organised. It has long been planned 
and it has been directed fremy a very high level. Its immediate 
aim is to clear the eastern Punjab of Muslims, Its eventual aim, 
in the minds of the more fanatical Sikh leaders, is to restore Sikh 
supremacy in the Punjab. These aims are reinforced, in the minds 
of the ignorant people, by the lust for revenge and the Just for 
loot. Beneath it all is that strange and terrible animal frenzy, 
a sort of mass musth, which in India is ever ready to break out, 
is easily aroused, and is ordinarily only held in check by strong 
administration. : 

Talk to a Sikh and he will say—“ But look what the Muslims 
did to the Sikhs at. Rawalpindi in March.” About 5,000 Sikhs 
were slaughtered then, in citcumstances of great brutality, and 
it was the arrival in the Sikh cities of the east Punjab of some 
of the survivors, some with scars and all with bitter tales to tell, 
that greatly worked up the desire for revenge. The Rawalpindi 
massacre was thoroughly exploited by Sikh leaders. If ever there 
was an illustration of the truism that violence begets violence, it 
could be found here in India. None of the leaders, not even the 
highest in the land, seems able to forget the past, clear his mind 
of recrimination, and start breaking this vicious chain of- action 
and reaction. 

The present slaughter is the heaviest to date because the best 
organised. (My own estimates are that the Sikhs have killed 
about 10,000 Muslims in the past month and are still killing them 
at the rate of about 300 a day. The true figures may be much 
higher.) But the Muslims have been slaughtering Sikhs and 
Hindus in the west Punjab. The reign of terror in Lahore before 
and after August 15th was a Muslim assault on Sikhs and Hindus 
which, although causing only a few hundred deaths, destroyed 
millions of rupees worth of property and reduced the Sikh and 
Hindu population from over 300,000 to about 10,000, And when 
— to brutality, there is little to choose between the two 


Sikh Anger at Partition 


For many weeks past the Sikhs have been in a state of tension, 
almost of hysteria, because partition was bound to hit them hard. 
Many of their holy places, including the birthplace of the founder 
of their militant reformist Hindu sect, much of their land and 
property and several prosperous canal colonies, populated pre- 
dominantly by Sikh peasants, lay in the Muslim majority areas 
of the west Punjab. Their political power, moderately strong in 
a united Punjab, was bound to be reduced if the province were 
divided in two. At this climacteric in their fortunes they have 
suffered from a dearth of able and constructive leadership. Their 

s, none of them outstanding personalities, have, in default 
of sensible united policies, resorted to wild inflammatory tactics. 
The violence which they built up is now expending itself on 

ess Muslim villagers. Having unchained the beast, they 
cannot get it back into its cage again, even if they wished to. 
The Sikhs are strange. people, greatly addicted to intrigue and 
dissension, and one wonders if they have sufficient self-discipline 
to accept good leadership. Ong remembers that of all classes in 
the Indian Army they were the trickiest to command and that 
they were far better in attack than in defence. 

“Sikh reactions apart, the general feeling amongst neutral 
observers about Sir Cyril Radcliffe’s boundary award 8 that it 
WaS not a very good award; but that, whatever award he might 
have made, there would ‘still have been trouble. The reports 
accompanying both the Punjab and the Bengal awards were very 
thin and sketchy and he gave no adequate explanation of his 
sn include in Hindustan several contiguous Muslim- 

areas. 


Several weeks ago the Viceroy foresaw that there would be 
trouble in the Punjab, and he took steps to create a special 
neutral force to try to maintain order—Junjab Boundary Force. It 
consisted of the famous 4th Indian Division, plus additional units, 
and came under the control and direction of the Supreme Com- 
mander, Field-Marshal Auchinleck, not of the Indian or Pakistan 
Governments, although both the latter pledged themselves to 
support it. As from September rst, however, their respective 
armies have assumed responsibility for their territories in the 


Boundary Force area. The force was intelligently used and 


on the whole did a good job. But for its presence the slaughter 
would probably have been ten times worse. But this has not 
really been a situation with which the Army, unless in overwhelm- 
ing strength, could deal effectively. In the districts worst affected, 
Jullundur and Hoshiarpur, there were four battalions spread 
over an area the size of Sussex, with a population of perhaps two 
million, Moreover, these troops of the Indian Army were sub- 
jected to a tremendous emotional and psychological strain. As 
well might one expect British troops in Palestine to remain 
neutral and impartial. Despite virulent accusations made by 
civilians on both sides that Sikh and Hindu troops have attacked 
Muslims. and vice versa, I have come across no authenticated 
instance of this happening, although it has happened repeatedly 
on both sides in the case of the civil police. 


my Plight of the Refugees 


The immediate result of this war in the Punjab is to cause a 
refugee problem which shows signs of dwarfing the migrations 
in Europe resulting from the last war. It is a problem with 
which the civil administration on both sides of the boundary is 
at present quite incapable of coping. The main stream of traffic 
is from India to Pakistan. Tens of thousands of simple villagers 
are trekking westwards, with the surviving members of their 
families, with what beasts they could save, still subject, until 
they reach the boundary, to attacks by Sikh jathas. They may 
stay in Pakistan... They may return to their. fields (incompre- 
hensible as this sounds) if conditions return to normal, so deep 
and enduring is the attachment of the Indian peasant to his land. 
Nearly always in India in the past the refugees have returned 
after.a time and lived again with their late murderers. 

Another result of this war is to sow the seeds of lasting bitter- 
ness between India and Pakistan. There are many intelligent 
Indians and Pakistanis who regard war between the two 
dominions as lying in the logic of the future. Their number is 
increasing daily. It is dangerous when people start taking the 
inevitability of a war for granted. 

The fashion amongst the British who remain in Lahore is to 
make ‘cynical jests about that “ peaceful transference of power ” 
which was repeated ad nauseam, and for which British speech- 
makers took no little credit unto themselves, in all the inaugural 
celebrations in Karachi and Delhi. It is impossible, if one is 
on the spot, to see this thing im perspective. Many recent out- 
ings with patrols reveal that in all the villages, even in some of 
the Sikh villages, there is an atmosphere of fear that is almost 
tangible. Hundreds of thousands of people, the very night that 
this is being written, are awake in their little mud huts, starting 
at every noise, dead tired but unable to sleep, in a state of acute 
physical fear. And now this murderous madness has again 
spread eastwards to Bengal. From the north-west there have 
only been ominous. rumblings and threats to send a hundred 
thousand Pathans to avenge their Muslim brethren. 

The “surgical operation,” which. was another cliché of the 
Independence Day speeches, is bleeding where the cut was made, 
as do all surgical operations. It is sull too early to. pronounce 
on the success of the operation. Ir depends how soon the bleed- 
ing can be staunched. 
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The Treaty of Petropolis 
[ny a Coreesponntyr] td 


Tue draft of an inter-American treaty of mutual-defence,.which 
was signed last Tuesday at Petropolis by the representatives of all 
the states of the Western Hemisphere, except Ganada, Ecuador 
and Nicaragua, undoubzedly represents a* success’ for United 
States policy. America was determined that, according to the 
provisions of the Act of Chapultepec, this conference should con- 
cern itself with defence and not with economic measures. And 
the conference after some initial restiveness concentrated on its 
prescribed task. The delays and ineptitude of the State Depart- 
ment’s actions earlier in this chapter of Pan-American relations 
are thus largely atoned for. Admittedly, however, this has been 
made easier by two extraneous factors. 


An increasing resistance to Communism has brought. the 
American States more closely together in face of a common external 
danger. And, secondly, Argentina has proved less intransigent 
than at one time seemed likely. This more co-operative attitude 
of Argentina may bear investigation. In the first flush of his 
sweeping victory General Perén’s policy, though astute, was too 
truculent and too opportunist, Demagogic measures such as the 
immediate implementation of his promises of price control did not 
please the whole country. In particular the ceiling price of many 
foods was fixed too low so that farmers had little incentive to 
produce. Thus, now that they are coming to realise the disparity 
between the low prices they receive and the high prices for which 
the Government monopoly sells, they are disgruntled. Indus- 
trialists, too, are showing unrest over the conditions imposed on 
their activities. Amd abroad there are signs that the sellers’ 
market—the main prop of Argentine foreign policy—is weaken- 
ing. The Government realises this, as a recent series of broad- 
casts by Perén shows. And its more accommodating attitude at 
the conference points the same way, although it should be noted 
that it was the Argentine delegation that was most forward with 
proposals to restrict the scope of the treaty. The important point, 
however, is that they did compromise and have subscribed to 
the treaty. 

Thus, what promised to be a conflict between, broadly speaking, 
Argentina and the United States has been resolved. by mutual 
concessions. For Mr Marshall and Senator Vandenberg, the con- 
ference also has marked a personal triumph. . In. his forthright 
first address Mr Marshall made it plain that he had come to dis- 
cuss defence treaty and nothing else, and this clear declaration 
undoubtedly contributed to the comparatively speedy conclusion 
ef the conference’s work. 


Rights of Intervention 


The treaty it has produced is both more precise and more bind- 
ing than similar previous documents, Of particular importance is 
the provision that every signatory has, when an aggression has been 
committed against any American state, the “obligation” as dis- 
tinct from the “right” of the Act of Chapultepec, to intervene 
even before an inter-American conference is called. For an armed 
attack against any one of the American Powers is now considered 
an attack aga’nst all. Yet the nature of that intervention is left 
vague. Once a conference has been summoned, decisions for 
collective action taken there will, if passed by two-thirds of all 
signatories of the treaty, be binding on all. But, again; no state 
is required to use its armed forces without its consent. This 
proviso removes one main anxiety. If United States forces are 
ettacked in areas outside the security zone of the Americas—-which 
now stretches from the North Pole to the South Pole and extends 
far out into the Atlantic and the Pacific, including Greenland and 
the Aleutians—the other American countries are nor automatically 
involved. Their fears that they might be committed to give armed 
support to United States policies are thus mitigated, 


To reach its decisions the conference worked through three 
committees, and it was on Committee IT dealing with “ Collective 
Measures to Meet Aggression” that Mr Vandenberg is reported 
to have distinguished himself. Clearly the work of this Committee 
was delicate and complex, and the success of the conference must 
«we much to it. It was this Committee, which by a secret vote 
and in conformity with the concentration on: defence matters as 
laid down at Chapultepec, rejected the Cuban proposal to include 
“economic aggression” as a casus foederis. The discussion of 
economic affairs was also kept within bounds by President Truman 
in his address to the closing session. “The economic problems 
Latin America, he said, were smaller and less urgent than those 
of Europe, the restoration of which should, in fact, be a major 
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objective of the economic policy of the Americas. In any 
these problems = not be — by specific measures, by; 

by dong-term. collaboration: /This collaboration has been the object 
of many Pan-American confereriges, and is to be discussed next 
at Bagoté in January. At Bogotd, also, United States Policy jg 
likely to prevail. 

It can be forecast, however, with some certainty that, whatever 
the precise nature of the discussions there, this policy will show 
a preference for working through existing machinery—the Pap. 
American Union, the World Bank and the International M 
Fund—and, as President Truman indicated, will be aimed at the 
gradual development of Latin American productive capaci 
through private enterprise. In other words, America would 
individual national agreements and not a Marshall Plan. The 
Bogota conference will discuss routine matters of Pan-American 
interest, welfare, education and so forth. But it will also choose 
a joint inter-American military staff and thus carry the work of 
the Petropolis conference a step further, i 


Canada and the Marshall Offer 


[FROM' A CORRESPONDENT IN OTTAWA] 


THERE is as much scepticism as optimism in Canadian discussions 
of the Marshal! offer of United States aid in. the reconstruction of. 
Europe. Among Government experts doubt and pessimism are 
common. They are not, however, directed at the very 
and nebulous idea which is all that Ottawa so far has been able 
to find out about the so-called Marshall plan. In fact that idea. 
was being discussed in Canadian Government circles long before 
it was put into words by Mr Marshall and recognised then as the 
only alternative to a continuing deterioration of world trade, 
Full realisation that the only solution lay in an outright gift 
from the United States for the reconstruction of Europe was first: 
brought home to Canadians when they faced the fact. that 
Canada’s own resources for extending credits to finance export 
trade were at an end. Canada has been riding high on a wave 
of post-war prosperity created very largely by the fact that every 
bit of surplus production in the country was needed by the out- 
side world and would be taken so long as credit could be extended 
to those countries not able to pay cash, Thirty-five cents of 
every dollar of Canada’s national income today is attributable 
directly to export trade. But in 1946, one-third of those ¢ 
were financed by the export credit programme and this ve 
percentage will be as high, if not higher. Ps 


First Warnings 
The first official warning that these halcyon days could not 


last came from Mr Graham Towers, the Governor of the Bank 
of Canada, last February. To keep its industries’ producing as 
well as to maintain the present standard of living Canada was 
draining its own reserves. of the only real,form of international 
cash at present—United States dollars and gold—in order. 
finance steadily growing imports from the United Srates. 
warning has been underlined now by the trade figures of the fitst 
six months of 1947. While total trade was at a record height, 
the favourable balance dropped to a lower level than at any : 
since 1938. A trade deficit with the United States of $489 million 
—only $8,000,000 less than the entire deficit in Tyo hes 
to be financed, while a surplus with the sterling area of appr 
ately $392 million has produced only $220 million in cash. 7 
Few Canadian experts have held any illusions that Britain, much’ 
less Europe, could be brought back to self-supporting production 
with the limited amount of United States assistance made avail- 
able through the British loan and credits to continental countties, 
It was no surprise when it became apparent that the U 
Kingdom would not be able immediately to assume the burden 
of bringing sterling back to a pay on demand basis. Canadian 
hopes have been pinned solely on the possibility of the United 
States awakening in time to the necessity on the basis of self 
preservation of extending a free»gift to Europe with no string 
attached other than the assurance that it should be comp . 
by as full a measure of self-help as possible. y~ 
The Marshall offer looks like that awakening at least so far as 
grundecal Waly Of ursllstle toppled hoe ere needa 
available supplics has been 
indicate a wider realisation. aes there is the question of 
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p measures could be devised to prime the pump with United 
States dollars, But if a Marshall plan could be put into operation 
in time, Canada would regard it not only as the only solution 
but as a logical adjustment which gefs to the real root of the 
trouble, The Minister of Reconstruction, Mr Howe, has described 
it in the one word “ salvation,” and he was‘not speaking of Europe, 
put of the world in general and Canada in particular. There is 

significance in the first place in the fact that Canada has a 
Minister of Reconstruction. There has been no physical war 
devastation in this country, but the fact that it was tied so closely 
to the United Kingdom has placed Canada economically, among 
those countries which have to be rebuilt and which depend on the 


one real source of supply, the United States. More fortunate ~ 


than European countries, it has been able to use its own resources 
to the extent of slightly less than $2 billion, excluding contribu- 
tions to Unrra, in supplying Europe. But it has been realised that 
this was little more than a fleabite. On a basis of ulation a 
comparable investment by the United States would amount to 
approximately $22 billion and on the basis of national income to 
$33 billion. 
Inadequacy of Former Measures 


In the opinion of Canadian experts the present crisis is merely 
a symptom of the root cause, which is the inadequacy of the 
moves to date to place American production at the disposal of 
Europe and the rest of the world. The Marshall offer seems to 
represent the first full-scale attempt to bridge the gap which 
exists between Europe’s need and America’s supplies. It may be 
that when all the cards are on the table it will be found that 
Washington has in mind a plan which still falls short of the 
essential objective, and that it may also envisage credits to be used 
only in the United States. These are factors in the situation 
about which Canadian experts would like to be better informed 
before they venture any opinion on the effect the Marshall offer 
may have on world trade generally. 


Even if credits were tied, however, Canada would stand to 
benefit by the general improvement in the cash position of the 
assisted countries which would result. If they are not tied, or, 
in other words, if Canada and South America are taken into 
partnership in supplying the needs of Europe, it can mean in 
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itself a solution of Canada’s own dollar difficulties and a reason- 
ably early return to balanced trade, The Marshall offer 
is also being viewed here in the light of Canada’s own growing 


dependence on the United States economy—a dependence that 


has been only accentuated, not created, by the war. There is no 
industry in Canada today which is not to some extent dependent 
on imports from the United States. Even wheat cannot be har- 


vested without the import of raw materials to manufacture 
binder twine. 


There is a good deal of support in Canada, very vocal at the 
moment, for a move to integrate Canada more closely with the 
sterling area, or, in other words, to pare imports from the United 
States to the bone and work toward self-sufficiency within the 
Commonwealth. There is a substantial portion of luxury: goods 
and finished products which might be stopped at the border, 
though politically that move would be unpopular. But even with- 
out these imports there remains a long list of imports essential 
to keep the wheels of Canadian industry going and to supply 
goods to the United Kingdom and Europe. 


Canada’s Dependence on Multilateralism 


Even assuming that the Commonwealth could supply ‘all or 
most of the materials now imported from the United States, 
geographical considerations obviously make such a policy unsound 
except as a possible short-term arrangement to meet an emer- 
gency such as the present dollar shortage. Canada’s normal posi- 
tion in world trade is that of an important customer of the United 
States and a major supplier of the United Kingdom and other 
parts of the Commonwealth. Canadian trade with the United 
States may be brought into better, but never into complete, 
balance so long as the expansion of the manufacturing industries 
continues. An adverse position is the complement of Canadian 
prosperity and something about which no Canadian is likely to 
worry in a world where deficits to the United States can once 
again be settled with the proceeds of sterling trade. But this can 
only come when the economic devastation of war has been 
repaired and the nations of the world are no longer clamouring 
for the capital goods which can be supplied only by one nation. 





WARNES OF WORTHING 


“In times of scarcity, for the simple reason that 
everybody wants it, the best becomes scarcest of all.” 
If your White Horse Whisky 
seems rarer than ever, it is partly 
because so many people prefer it. 





MAXIMUM PRICES :— Bot. 25/9, }-Bot. 13/6 as fixed by the Scotch Whisky Association 
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Scope for Multilateralism 


O the trading world overseas, and to bewildered consumers 
at home, the sudden suspension of sterling’s convertibility 
into dollars appears to have severed—or at least endangered— 
many of the vital strands of international trade. Such an 
impression is understandable, for in the past fortnight the air 
over Britain and far beyond has been thick with discussions of 
the need for a rapid reorientation of trade. Yet this assumption 
lays too much at the door of sterling’s “ inconvertibility.” It 
is important to get the diagnosis right. Otherwise, amid present 
confusion, the wrong remedies may be over-hastily sought. 
This is not an argument of easy optimism, The severance 
of some trading links, and the threat to others, are grim realities. 
And the damage that is being done would not be repaired if, 
by some miracle, the lightning decision of August 20th could 
be as suddenly reversed. The convulsions of world trade, the 
sauve qui peut run on convertible sterling and the world-wide 
tightening of buyers’ purse-strings, result from a more funda- 
mental process—the crucial dollar famine throughout a large 
part of the world—in which the ending of sterling’s dollar 
convertibility was hardly more than an inevitable incident. Its 
importance, on a longer view, is that it has quickly brought 
the whole world, and not merely a purblind British Government, 
face to face with the realities of the underlying problem. The 
fact of sterling’s full convertibility, indeed, had acted for a 
brief spell as a partial soporific upon governments and traders 
overseas. The extra burden which Britain assumed—neces- 
sarily, maybe, but against all rceason—meant an equivalent 
lifting of other people’s burdens. Others saw, or thought they 
saw, the possibility of delaying exhaustion of their own dollars 
by earning or using convertible sterling instead ; and, so long 
as Britain’s dollars lasted, there was logic in the assumption. 
Now the grim realities are inescapable. Thoughtful people 
perceive not only the immediate implications. of world-wide 
dollar shortage but the truth that further subventions from 
Washington—whether to Britain or to a European group—can- 
not solve the basic problem, indispensable though such aid 
may be if disaster is to be averted while remedies are being 
devised. The basic facts are starkly simple. Broadly, the 
trading world divides into two regions—the Western Hemi- 
sphere, which is the only area that has a surplus of produce, 
and it is a colossal surplus; and the Eastern Hemisphere, 
which has a huge deficiency even in terms of bare necessities of 
life and rehabilitation, yet is virtually without the means of 
buying the surplus of the West, There is, unhappily, no 
reason to suppose that rehabilitation of Europe could correct 
this disequilibrium by an expansionist route—in such a way 
as would enable the West to sustain its huge export surplus. 
_For the medium-term, therefore, the countries of the Eastern 
group have no alternative (whether or not more ¢ are pro- 
vided to ease the immediate phase of greatest ) but to re- 
orientate their economies—in the quite Sairakgnede of vedacing 
their dependence upon the West. This process involves for 
all a deepening austerity (or at least continued austerity), and 
harder and more efficient work. But apart from these indis- 
pensables, there are two possible routes. The dollar-deficient 
countries can act separately—or in concert or Cree 
There is no doubt which is the path of wisdom. 3 





It is against this background that the future of sterling, and 
indeed of almost all currencies outside the dollar area, must 
be viewed. Exchange problems cannot be discussed simply in 
a financial context, nor can a clue be obtained merely by study- 
ing the existing network of exchange agreements. Yet if the 
dollar-deficient countries will but appraise ‘Objectively the 
advantages which remain to them, they will find in these agree. 
ments—of which Britain happens to be the chief architect—g 
foundation upon which much can be built of value to all. The 
aim of such countries, considered as a group, plainly is to 
achieve an equilibrium by mutual trade, not indeed on a basis 
which makes them independent of the dollar area (for that is 
economically impossible and politically unthinkable) but on one 
which enables them to pay for their dollar purchases out of 
their aggregate dollar earnings (plus, for the time being, such 
dollars as are furnished in aid). 

The ‘level, in terms of standards of living, at which such an 
equilibrium may eventually be attained will depend very 
largely upon the extent of freedom of movement of trade within 
the group, and upon the degree to which the planning of trade 
is genuinely reciprocal and not mutually antagonistic. Desperate 
cuts in imports within the group (as distinct from cuts 
in dollar imports) are the worst possible basis from which to 
build an equilibrium at a high level. The right course, where 
such import cuts are contemplated because in present circum 
stances the goods supplied are relatively inessential, is for the 
purchasing country to explore the possibility of getting alterna- 
tive, more essential goods ; and for the supplying country, even 
at the cost of drastic change in its productive structure, honestly 
to try to meet the need. The wider the area within which this 
mutuality obtains, the less will be the structural changes 
required. In principle, there is no other way of gle the 
optimum result. 

Moreover, while for some purposes the co-operating countries 
may be conceived as a group, the system will break down if 
individual members are for long in substantial disequilibrium 
even in their dealings within the group. Recent experience has 
driven home the truth that the first requisite of international 
acceptability of a currency is that it shall be convertible into 
goods ; and that the second requisite is its convertibility, at 
one ‘or More removes, into the right goods—goods which the 
holders need and cannot buy more cheaply elsewhere. This 
condition, too, may require drastic changes in intermal 
economies, as British consumers and producers are learning 
now ; but the same are afflicting many others abroad, 
and the lt of all would be the lighter ifthe whole seris ol 
operations could. be .dovetailed. & 

Thee ice Met cobecioles of fesieianbtel. sith. 
American-sponsored attempt to construct a world-wide s 
embracing hard and soft currencies alike—what may be 
an omnilateral system—has broken down, as it was 
apparent that it would. But that does not mean that the prin 
ciples of multilateral trade should not’be followed within # 
more limited, but still large, area in which they may work. 
Much more is likely to be heard of them wien eae epi 
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the European Economic Co-operation Committee appears. If 


the countries primarily concerned, outside as well as within 
Europe, honestly try to follow this route, much can be done. 
But even when the will to build multilaterally is present, the 
will be laborious or impossible in the absence of a 
foundation of an internationally acceptable currency. 

Sterling, even now, can furnish such a foundation—provided 
that Britain, in common with the sterling area proper and others 
of the wider sterling group, honestly plays its part, by making 
whatever structural changes are necessary to ensure the supply 
of goods which alone can make sterling permanently and widely 
acceptable. Britain has in any case no choice but to organise 
thus. If within the whole group of countries primarily 
affected there is confidence that all will work on these lines, 
Britain and al! others will start with the inestimable advantage 
that sterling is at present already widely acceptable—for its 
acceptability, given only confidence, will afford an indispens- 
able latitude wherever latitude is needed. 

It is important, therefore, for all concerned to realise the 
extent of this area of acceptability, and to do so before uni- 
lateral measures are decided upon which may rashly endanger 
what has been so laboriously built up. To define that area 
involves a brief survey of the network of sterling agreements 
as it now stands, 

Britain during the war was obliged to capitalise to the full 
the willingness of others to send goods without immediate 
payment, and accordingly organised bilaterally, Outside the 
dollar area (to which, apart from Mutual Aid, all payments 
had to be in dollars or their equivalent) and outside the sterling 
area (within which there was complete freedom of movement), 
the usage of sterling was strictly canalized, principally through 
the system of “ special accounts” operated under payments 
agreements. All payments from the sterling area to, say, 
Argentina or Chile or Brazil had to be made in sterling to the 
credit of a “ special” account of the country concerned, and 
the sterling thus accumulated could be transferred only within 
the particular country or in the sterling area. Between the 
many distinct categories of sterling thus created there was 
normally no interchangeability, although specific transfers from 
one category to another were increasingly permitted. 

From last autumn until July 15, however, the London 
authorities made major efforts to make sterling interchangeable 
with'n as many categories as possible and to extend this freedom 
of usage to payments to the US dollar area and Canada, The 
non-sterling area countries which directly benefited from these 
facilities were those whose monetary authorities were willing 
and seemed able to operate “ transferable” sterling accounts 
strictly for the purpose of current as distinct from capital 
transactions. Before the recent suspension of convertibility into 
dollars, sterling on such accounts could be freely used for 
current payments not only to any of the countries operating 
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this system and to the area and to certain other 
countries, including Russia, but also to the US dollar area. The 


effect of the decision of August 20th is to withdraw this last 


right—the right of automatic transferability to the US dollar 
area—and to withdraw, too, the similar transferability to 
Canada and Newfoundland. 

This change, it will be seen, is simply in line with the 
realities of the dollar famine already discussed. But the range 
even of automatic convertibility (which works through the 
powers delegated to the authorised banks, as distinct from the 
wider convertibility achieved by specific decisions by the 
Exchange Control) remains very wide by contrast with the con- 
ditions obtaining until a few months ago. Sterling in the hands 
of non-residents—that is of residents outside the sterling area 


—falls into four main categories according to the degree of 
freedom with which it is usable: — 

1. Transferable Accounts Group.—Miultilateralism within the 
group (provided that payments are made to and from trans- 
ferable accounts, specifically declared as such, which the 
authorities concerned are able to supervise) plus the sterling 
area, and freedom to make payments to certain other countries 
(those in Group 4 below): 

entina, Belgium (including Luxemburg, Belgian Congo and 

uanda Urundi), Brazil, Czechoslovakia, Egypt, Fthiopia, Fin- 
land, Holland (including the NET and NWD), Iran, Italy (in- 
cluding Sicily, Sardinia, etc., San Marino and Vatican City), 
Norway, Portugal (including the Portuguese Empire), Spain 
(including Canary and Balearic Isles, Ceuta and Melilla, 
Spanish Morocco and the Spanish colonies), Anglo-Egyptian 
Sudan, Sweden, Uruguay. 

2. “ Bilateral” Group.—Principal countries with which no 
“transferable account” agreements have been reached or with 
which special negotiations are proceeding, as in the case of 
Canada. Payments are in these cases restricted to payees in the 
sterling area and in the individual country concerned ; there is 
no transferability within the group. 

Austria, Bulgaria, Canada and Newfoundland, China, Denmark 
(excluding Faroe Isles but including Greenland), France (and 
the French colonies and mandated territories, etc.), Greece, 

Hungary, Poland, Rumania, Switzerland and Liechtenstein, 
Turkey, Jugoslavia. 

3. US Dollar Area (“ American Accounts” Group),—Sterling 
held by residents of this area remains convertible into dollars ; 
it can be used freely anywhere within the group and also for 
payments to groups 1 and 4 (and, of course, to the sterling area). 

USA, the Philippines and any territory under US Sovereignty, 
Bolivia, Chile, Colombia, Costa Rica, Cuba, Dominican 
Republic, Ecuador, Guatemala, Haiti, Honduras, Mexico, 
Nicaragua, Panarna, Peru, Salvador and Venezuela. 

4. Residual Group—Free transferability within the group 
and in the sterling area. 

Includes all countries other than those in the three principal 
categories, notably Russia, Liberia, Cyrenaica, and Afghani- 
stan. (Excluding, however, Paraguay, sterling on whose 
“special” accounts is canalised bilaterally). 

It will be seen from this classification that, outside the US 
dollar area, the only countries with which the principles of 
wartime bilateralism still formally obtain are those in Group 2 


(and Paraguay). Sterling held on the accounts of residents of 
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any one of those countries is automatically available: for pay- 
ments only to residents in that country or in the sterling area. 
In practice, however, in all categories (and especially for pay- 
ments to and from tke more important trading nations in 
Group 2) much wider transferability than the automatic 
freedom defined above is permitted by administrative arrange- 
ments. With Canada (which, until August 20th, was within 
the transferable account group) special discussions are pro- 
ceeding ; but in several other important cases the principal 
obstacle. to the conclusion of full transferability agreements 
has been that the countries concerned were not yet prepared 
to accept sterling unconditionally when offered for current 
payments by any of the countries operating the full system. 

Unquestionably, there already exists in the sterling agreements 
a formal structure for far-flung currency multilateralism. It 
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could serve as the foundation for progress towards -mijlti:° 
lateralism in trade—the only kind of multilateralism of any: 
real consequence, without which the formal currency structure: 
will collapse. This structure, indeed, could: be irr 
damaged almost overnight. A sustained refusal by even one oy. 
two of the main trading nations to adhere to their agreements 
to accept sterling would rapidly make it unacceptable to ma 
others, It is heartening to find, therefore, that two of! the: 
countries which adopted a particularly cautious attitude after 
the dollar link was severed—Argentina and Sweden—haye 
decided to work the agreements while longer-term plans are 
being worked out. Thus is a breathing-space afforded. Ajj 
who would plan expansively must use it to devise convi 
measures that multilateral convertibility can be backed by 4 
flow of goods. 


Export Policy Preview 


A MONTH has passed since the Prime Minister raised the 
sights for the export drive from 140 per cent of the 1938 
volume by next June, and to 160 per cent by the end of 1948. 
A fortnight ago, the Chancellor of the Exchequer announced 
the “temporary suspension” of convertibility of sterling into 
dollars. The opportunities—and the dangers—for British 
trade which may emerge now that the external crisis has reached 
a climacteric are examined in the preceding article. What 
it involves in terms of the future structure of British industry 
has yet to be unfolded. The Prime Minister referred only in 
the most general words to sacrifices for employers and workers, 
and to directions to firms “to ensure that their capacity is 
used to produce, not those goods which yield the highest profit, 
but those which are needed in the interests of the national 
economy” Sir Stafford Cripps’s promised elaboration next 
Friday of future British export policy, and its reactions on British 
industry, will be earnestly studied ; it may well be one of the 
most momentous steps in economic direction which this 
Government has yet taken. 

A hint of what may be in store is perhaps to be found in the 
proposals put to the motor industry by the Minister of Supply 
last week. They can be briefly summarised as follows: first, 
the size of the “ essential” home demand for cars is to be esti- 
mated (a calculation which the withdrawal of the basic petrol 
ration might almost have been designed to simplify), there- 
after, the allocation of raw materials to the industry would be 
“for export only.” There is nothing essentially new in this 
policy ; as the motor industry itself well knows, raw materials 
have long been allocated with strict regard to the volume of 
export trade which the industry has undertaken to provide 
from its total output Within the last week, the industry has 
agreed to raise its export business to 7§ per cent. 

But Mr Wilmot then proceeded to make some far-reaching 
demands about the future organisation of the industry. He 
argued that, in order to secure maximum economy, there would 
have to be a much greater degree of standardisation, and a 
more rapid reduction in the number of models. This would in- 
volve “ difficult technical considerations,” and “ the number of 
firms continuing to manufacture passenger cars must be limited 
to those. firms whose cars are most readily saleable abroad.” 
The representatives of the motor industry seem to have 
departed from the Ministerial presence in a rather crestfallen 
mood, and they have reserved their comments on the proposals. 

Mr Wilmot’s arguments may perhaps be taken as a broad 
indication of the Government's a's expert intentions, over a much 
wider field than the motofeiadu: 
efficiency of the matetials outaale,” 
to production for export and’ away. from the home market. 
That is a right, and inevitable, extension of the austerity drive 





—and it is a pity that it has not been more consistently applied 
before, particularly in the textile industries, where the brunt 
of the loss of production during the February and March shut- 
down fell, not on the home consumer, but on exports. This 
sort of planning is, of course, subject to particular limitations, 
For example, it is possible to control the export quotas of indus- 
tries which use one or two primary raw materials, like cotton 
or wool ; but it is less easy to control those which use a number 
of primary materials, or whose output depends upon the 
assembly of components or sub-contract work. And all recent 
experience shows that, owing to the continued drain on 
industry’s stocks of materials and intermediate products, the 
working of the physical controls, even where it is efficient, is 
becoming increasingly insensitive and harsh. 

But the outline of the Government’s intentions for the future 
of the motor industry (for Mr Wilmot did not indicate that 
these were in any sense interim proposals for the duration of 
the crisis) goes far beyond these questions of efficient alloca- 
tion of raw materials. They raise doubts, it seems, on the 
Government’s part, about the ability of many sectors of British 
industry, even if the necessary materials are provided, to export 
at competitive prices. It is, of course, easy to make a case 
against the motor industry for lack of standardisation—though 
in response to criticism some firms have made useful progress 
in that direction. In order to get the optimum run of output of 
a single model (or at most a very limited number) in one factory, 
the wartime principle of concentration is to be applied. British 
standardised styles are to invade the world market at lower 
prices. 

If this is the line of the Government’s argument, not only 
for cars but for other export industries too, it ‘will require very 
close examination indeed. So far as the car industry is con- 
cerned, it seems prima facie to be reasonable, though it is 
impossible to be certain until far more facts about the industry 
are brought into the arena.of public discussion. Unlike 
Sir Stafford Cripps, Mr Wilmot has kept the findings of his 
private working parties in a top secret file, and the early 
publication of the report of the Joint Committee which 
examined the motor industry some time ago is now essential 
in order to judge how far Mr Wilmot’s prima facie case is 
fully supported by the facts. What is the potential export 
market for British cars? How long will it be sustained? 
What economies are to be expected from concentrated pro- 
duction ? Will average British export prices be lower than 
American? Some supporters of the _ have made 10 
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Clearly, if the methods suggested for the motor industry by 
Mr Wilmot are also to be applied by Sir Stafford Cripps in the 
industries for which the Board of Trade isaccountable, the 
Government will claim a wide and detailed control over. many 
sectors of British industry, If this is evidence of a newly- 
discovered industrial policy, it will be welcome indeed. But 
have the Government really discovered the expert manpower 
which will be required to make the necessary structural changes 
in industry, and to decide in which industries it would pay to 
concentrate output in order to sell abroad at lower cost ? Most 
of the Working Party reports have given some indica- 
tion of future export possibilities, within the limits 
of available manpower and within the limits, also, of the 
efficiency of existing plant. But they have not usually examined 
what might happen to production costs if the labour forces of 
the undermanned industries were restored—as it is hoped to 
restore them under the policy of direction of labour. To take 
only one example, a good deal of the capacity in the cotton 
industry which is now idle for want of labour is not greatly 
suited to long runs and standardised production. And, while 
it may be hoped, it has yet to be proved that overseas markets 
will readily absorb great quantities of standardised British 
manufactures, even if it is possible considerably to reduce their 
costs by a policy of permanent peacetime concentration. 


These are some of the points on which industry will closely 
examine the proposals to be submitted by Sir Stafford Cripps 
next week. It will also learn the Government’s plans for each 
industry’s exports, which, according to last week’s announce- 
ment, are now being revised in order to “secure” (a confident 
word indeed) the new export targets for next year. The recent 
course of the volume of exports (which was examined in detail 
in The Economist of August 9th) is in many respects disturb- 
ing. And, at the risk of reading too much into the available 
figures, it hardly seems that the expansion of the labour force 
on export business since the end of the war has so far justified 
itself in a corresponding increase in the volume of goods actually 
exported. Between the middle of 1939 and last May, the 
number of persons engaged in manufacture for export is shown 









































In addition to the short “ Statistical Summary ” which 
appears weekly in The Economist, a full service of 
Statistical and factual information appears weekly in 


Records and Statistics 
Supplement to The Economist 


Records and Statistics is a separate, self-contained 
weekly publication of from 16 to 24 pages. It includes 
not only many statistical tables but also factual records 
of public affairs, including Parliamentary activities and 
digests of state papers, and industrial and commercial 
teports from home and overseas. It is believed to be 
the most comprehensive statistical and factual report 
appearing weekly anywhere in the world. 

The Records and Statistics Supplement to The 
Economist is available by postal subscription only. The 
subscription, which may be sent direct to this office or 
through a newsagent, is 30s. per annum. For those who 
are already direct postal subscribers to The Economist, 
the economy of posting both publications together makes 
it possible to quote a combined ee oo 5s 
Subscribers to The Economist who wish to receive 
Records and Statistics should notify this office as soon 
&s possible, but are asked not to send any money until 
an account is rendered. It is regretted that it is no 
longer possible to supply back numbers of Records 
ae Statistics or to date subscriptions back. 

per shortage also makes it impossible to supply 
¢ copies. For a limited time, however, sidered 
_ to Records and Statistics will be allowed, if they wish, 

_ to cancel any unexpired portion of @ subscription. 
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by the Ministry of Labour to have increased by 50 per cent. 
This figure is almost certainly inflated, but even so, it does 
not compare yery favourably with the estimate that the volume 
of British exports.of manufactures in the second quarter of this 
year was only 16 per cent higher than in 1938. ' 

It may be objected that the delayed reactions of the fuel 
crisis affected exports during the second quarter of this year, 
and that in many cases production for export is completed only 
after many months of work on the intermediate stages of manu- 
facture. That is true, for example, of most heavy engineering 
output. But, granted the very rough basis of comparability 
between the figures, the following comparison of the expansion 
of manpower in typical export industries since the end of the 
war and the resulting volume of exports is instructive :— 











Increase in Manpower on Export Orders Increase in Volume of Exports 2nd qtr. 





June 1945—May, 1947 1947 compared with 2nd qtr, 1945 
stipe aside dal endzone Fennec onset 
All manufacturing industry .......« SOB beeen + eshclnene conaees 2 sinuseven ic 163 

oo“ & steel manufactures ...... 1 

; . ; on-ferrous. manufactures. ...... 131 

Metal goods, engineering, vehicles Cutlery, hardware, etc. ......-.. 166 
wircraft amd SHIPS «+... ++es+ee 422 Electrical goods .. 6.0... 00.40. 139 
BOCRINOEY sain cs ntti ds « heakcat 222 

Vehicles, ships, ete.’............ 810 

Chemicals, paint, ete, .0.060..c00. 18] Ae lee or ett aoe 
| Cotton yarms, etc. .........0000 14 

Textile industries .......0.s0.+-4. 95 ae rane Soiree 3 
OGtinett $0588 oo kno once +s. ncie 255 

Cinthia ss. ete sai. AS SOD aah oe SISA ie Sie eS 128 
Building materials, pottery & glass. 142 Pottery, glass abrasives ........ 121 
ON aii sa ins i stile ton 4 428d 238 

Leather, wood & paper .........¢s 227 Seek aeeieomenres EROS, = 
Wood manufactures ........... 261 


Before profound, and perhaps irreversible, changes in the 
structure of British industry are undertaken with the intention 
of boosting selected export trades, it would be well to examine 
some of the disparities in this table. It suggests, though it 
may not prove, that productivity per head in several export 
trades has not increased commensurately with manpower. Is 
this a deficiency on the side of labour, or plant, or manage- 
ment ? In many instances, the reason is shortage of coal and 
raw materials, which has resulted in concealed under-employ- 
ment of the labour forces which, statistically at least, are sup- 
posed to be busy on production for export. If the new export 
plan is to work satisfactorily, some means must be found of 
making the priorities for export materials work far more 
efficiently and smoothly than they have yet done. And it is 
doubtful, granted the all-pervasive forces of inflation which are 
now at large in the country, whether the controls—which are 
expensive in manpower in any case—can succeed unless home 
demand is ruthlessly cut down, 

In planning for an increase in the volume of exports by the 
end of next year to 160 per cent of the 1938 volume, the 
Government is putting industry into an economic forcing-house. 
The target itself appears to be one which the Government 
would have been well satisfied to attain by, say, 1951 instead 
of 1948. To attempt to reach it by controls and compulsions 
invites great risk of further industrial dislocation, for obviously 
production programmes cannot be changed overnight. The 
willingness of overseas countries to accept British exports may 
conceivably gain something from the suspension of converti- 
bility ; but it is too early to judge whether this will in fact be the 
outcome, or whether international trade as a whole may not fall 
in the next year or two—in which case the success of the export 
drive will be determined by British export costs.. Nothing that 
has been said here should in any way be taken to diminish the 
urgent need for the maximum export of which British industry 
is capable, and which importers are ready to absorb. But it 
may, perhaps, illustrate some of the difficulties which confront 
Governmental planning to produce that desirable result. 





Business Notes ve 


De Profundis 


On Wednesday the Financial Times industrial ordinary share 
index fell further to 104.2 ; a week earlier it stood at 112.6; and 
the highest point it touched in the carefree January boom was 
140.6. During the past week the fall has been unremitting and 
undiscriminatuing. There have been ugly suggestions of selling 
“ forced by the banks,” and though little factual evidence has been 
put forward to substantiate this idea, an element of distress has 
been evident in some of the liquidation. Otherwise, how would 
it be possible to explain the relentless pressure to sell even at the 
cost of wholly disproportionate falls in prices ? There has been 
no evidence of a sauve qui peut flight from equities. The majority 
of investors, rightly or wrongly, have stayed invested, and institu- 
tional investors (if market report is reliable) have scarcely sold a 
share. 


The answer, presumably, is to be found in the combination of 
a further dose of realism about Britain’s economic plight—under- 
lined this week by the spreading Yorkshire coal stoppage—and 
the desperately narrow character of present-day markets. The 
technical limitations on dealing which produced precipitate 
advances during the boom are now doing the reverse during the 
slump. That is not to say that the general level of equity prices 
has necessarily fallen too far—indeed, there are good arguments for 
the opposite view. But it does mean that the absorptive funct'on 
of the market is now so restricted thar falls, when they occur, 
take place far more quickly and consequently less discriminately 
than was the case when London could look with some pride at 
the Stock Exchange as the example of the perfect market. It is 
so no longer. 


SHARE INDEX 


a 


CONSTITUENT SHARES—FT IND. Orp. 





| Par | Low High Price | Price | Latest. | Gross 














i Value | 1940 | 1946-47) Aug. 28) Sept. 3 Dividend) Yield 
{ i | | } | per cent, 
| s. d. s. d. s. d. s. d. jpercent; 4 s. d. 
Tron, Coal and Steel :— | i 
Guest, Keen & N. ... fl 13/6 49/10}) 43/3 41/9 } ll 5 5 6 
WIENS » sc cnceoepute 10s. 9/4 34/3 25/14 22/7} 124 510 3 
United Steel ....... Zi 11/6 28/74 23/9 23/1b 8 618 9 
William Cory ...... 2. 53/9 | 111/3 90/6 87/6 20 | 4ll 6 
Swan Hunter ......} £1 17/6 72/9 49/- 41/- 16 616 0 
Teatiles and Chemicals : } 
~ Courtaulds ......... fi 20/- 58/9 45/3 41/9 7 311 9 
J&P. Coats 22012] fa | ays | tee | 61 | 596°] aap 144 0 
Lancashire Cotton... 1 | ays? 49/6 41/9 40/74 10 418 6 
Patons & Baldwins’ 1 | 4276 | 124/44) 95/- | 92/6 466 
Imp. Chem. Indus. .. él 17/9 53/- 43/7h |. 41/3 10 417 0 
Motors and Aircraft :— 
Rolls-Royce ........ a 45/- | 1352/6 83/9 82/6 20 417 0 
Hawker Siddeley’... | 5s. 6/- 28/74 18/9 15/9 32 10 6 0 
Morris Motors,...... |. 5. 16/9 48/- 35/3 31/6 24 ee 
Leyland Motors .... | fi 27/Th | 104/44 16/3 72/6 15 430 
Building and Equipment:| 
London Brick .....«. | fp 24/- | 77/6 | 66/3 | 50/- | 1% |5 0.0 
Ass. Port. Cement .. 1 | 38/9 | 8079 | 63/3 | 58/9} bs 15 2 3 
Pinchin; Johnson. . .. 10s. 13/6 68/3 53/6 50/- 25 5 0 0 
Gen. Electric ....... oe §2/6 | 111/3 84/3 |) 81/3 1%} 46 3 
Stores and Cons. Goods : 
Harrods ........... fl 63/9 20 6 5 6 
F. W. Woolworth ... | 5s. 73/- 70 416 0 
Distillers .....03..4 él / 121/3 25 426 
Watney, Combe, Reid 1 76/103; 20 5 40 
Imp. Tobacco ...... | -@i | 96/3 | al | 7 5 6 
Tate & Lyle ..,.... | wd i. 69/1b 1 318 0 
Spmlenes sis fot ek il 76/3 i7 4lu 9 
Shipping :— 
Behe dds dcinvsts cannes Zi 46/- 12 § 46 
Miscellaneous :— 
Dunlop Rubber .... £1 58/3 15 5 3 0 
Turner & Newall .... ot 69/44 123 5 8 0 
Murex... ...--.++0> 1 80/-- 20 5 0 0 
EL. & Musical 2... 0. 10s. 17/3 8 412 9 
(a) Tax free. (6) Plus 2} per cent tax free. 


In the end, however, fundamental factors must prevail over such 
technical considerations. If the slide in the equity markets during 
the past fortnight had been merely a technical affair, some partial 
recovery, in particular share groups at least, might have been ex- 
pected by now. Instead, even after new 


to 75s. with the opening of the new Account—but its broad truth 
is confirmed by the general behaviour of the market. All attempt 
to rationalise the market’s behaviour in terms of prospective infia- 
tion have been abandoned, for if a major industrial crisis js de. 
veloping here and now, and not waiting for the winter (as even 
the real'sts a week ago were disposed to believe) there is no virtue 
in nice calculations. 7 
The accompanying table of the price movements of the cop. 
stituent shares in the Financial Times index borrows ard extends 
to the current week a useful table compiled by an established 
firm of brokers. It points no morals, though i provides some 
iluminating comparisons between the relative falls of different 
shares from their peaks and the wide variations in the relationship 
of present prices to the 1940 “ lows.” ‘The index as a whole shows 
a yield of 54 per cent. Out of the 30 shares listed, two still yield 
less than 4 per cent, 12 between 4 and § per cent, 10 between 5 and 
6 per cent and 6 (including one or two exceptional “ high yieldegs”) 
more than 6 per cent. On paper, a satisfactory relationship be- 
tween a 3 per cent gilt-edged yield datum and equ'ty yields has 
now been established. But will it survive the threatening industrial 
prospect and the possibility of a realistic autumn Budget ? 


x x x 


The Bank and Fund Meetings 


It is generally assumed that the importance of the second 
annual meetings of the International Monetary Fund and the 
International Bank, for which officials from Washington and repre- 
sentatives of member countries are now forgathering, will lie 
principally in the opportunities afforded to Treasury and central 
bank experts of many countries for informal discussions outside 
the conference chamber. No doubt this is so; from this wider 
standpoint, the occasion could scarcely be more opportune, But 
the meetings will certainly be fateful for the future of the Bretton 
Woods twins. Until a few weeks ago, despite the gathering 
crisis and the rising stringency of world dollar famine, the pro- 
jected agenda for the Fund meeting apparently ignored all the 
major problems. An informed article from Washington which 
appears in the current issue of The Banker suggests, indeed, that it 
then included nothing more than formalities strictly consequential 
upon the terms of the Fund agreement. 

Mr Dalton was evidently trying to breathe some realism into 
this programme when, in the debate in Parliament last. month, 
he announced that he would raise at this week’s meetings “the 
question of whether we should not extend and modify, as far a$ 
the constitution permits, the purposes for which the Fund may be 
used.” It is uncertain, even now, whether this proposal has 
reached the agenda ; but Washington guesses of what Mr Dalton 
has in mind—they include suspension of the present limit on the 
proportion of a country’s quota which can be drawn from the 
Fund in any one year, and a reduction in interest charges of 
drawings—seem to have aroused noisy protests there. Mr Dalton 
himself admitted that the original purpose of the Fund was “t 
iron out purely temporary fluctuations in the balance of pay 
ments,” and Washington authorities seem determined to adhere 
closely to this principle. If they succeed, it would mean that the 
Fund is powerless to assist Britain or the needy countries 
Europe in the extremities of their balance of payments crisis. It 
is generally contended that, if either of the Bretton Woods inst 
tutions is to be an important vehicle of aid in present cifcum 
stances, that aid must come through the International Bank. But 
all experience to date shows that the Bank has still not throw 
off the effects of the overdose of Wall Street financial orthodoxy 
which it experienced some months ago. And although it was 
recently stated that “close consideration” would be given to any 
application by Britain for a loan to finance industrial reconstruc: 
tion, the impression conveyed was that finance would be a 
only for very OpTsnis-penicets the SME oF Wane would be 
judged, it seems, by traditional banking principles. 

If the prospect of more positive and constructive action that 

this—on the part of both institutions—does not emerge from this 
_week’s meetings and. the ing discussions, most p 
will feel that the Bank has decisively failed in its mission and that 


‘the IMF, whatever its eventual role, will virtually have to go 
ite period. It 


be true that the Fund was designed as a fair-weather 
and its machinery may even be well designed for that pu 
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the Bank turns 
yesterday's 
experience to 
the service of 
to-morrow 
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BANK 


LIMITED 





THE 


UNITED COMMERCIAL 
BANK LIMITED 


(Incorporated in India. Liability of Members is limited) 
Head Office : 
2 ROYAL EXCHANGE PLACE, 
CALCUTTA 
G. D. BIRLA, Chairman. 
Rupees 
AUTHORISED CAPITAL. . 8,00,00,000 
SUBSCRIBED CAPITAL . . 4,00,00,000 
PAID-UP CAPITAL. . . 2,09,00,000 
RESERVE FUND . . . .  30,00,000 


With over 60 Branches at the leading centres of Industry 
and Commerce, The United Commercial Bank is well 
equipped to serve Banks, Commercial Institutions and 

_ individuals carrying on business in India or intending 
to open connections in that country. 


‘B. T. THAKU?, General Manager. 





Established 1829 


HHARGAAL, 


But what about Imports? 


) There is an urgent necessity to 
“i re-establish our export trade, and 
x -¢) the private Banking House of Glyn, 
y Mills & Co. offer their. financial 
services to undertakings extending their 
export business, But as the economic 
situation improves, so should the natural 
balance be restored, and the national im- 
port trade grow once more. Business 
houses anxious to develop their import 
trade will find invaluable this private 
bank’s international contacts and intimate 
knowledge of foreign conditions. 






GLYN, MILLS & CO. 


HEAD OFFICE : 67 LOMBARD STREET + LONDON + E.C.3 
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Associated Banks: Roya! Bank of Scotland - Williams Deacon’s Bank Lid 
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WRADIS Wiis! 
Wels BAST 


THE CHARTERED BANK OF INDIA, AUSTRALIA 
AND CHINA provides a complete banking service, 
backed by nearly a century's first-hand experience 
of Asiatic economic conditions, for every financial 
operation connected with TRADE, INVESTMENT AND 
TRAVEL IN THE EAST. The Bank's branch system, 
under British managementdirected from London, serves 

















INDIA * CEYLON * BURMA * SINGAPORE 
MALAYAN UNION ° BRITISH NORTH BORNEO 
SARAWAK ~* CHINA <- HONG KONG 
THE PHILIPPINE REPUBLIC 
FRENCH INDO-CHINA * SIAM ~ INDONESIA 








Merchants and Manufacturers planning to establish, 
renew or extend business relations with the East 
are invited to consult the Managers in London 
or Manchester, 


Head Office : 38, BISHOPSGATE, LONDON. E.C.2 
Manchester Branch 52, Mosley Street, Manchester, 2 
West End (London) Branch- 28, Charles I Street, LONDON, 8.W.1 
New York Agency 65, Broadway, New York 
Associated Banking Institution in India-The Allahabad Bank Ltd, 





THE CHARTERED BANK OF 
INDIA, AUSTRALIA AND CHINA 


{Incerporated by Royal Charter 1853) 
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But ff it cannot play any-useful-part ia-helping to sotve this, the 
greatest exchange crisis which has ever confronted the world, its 
prestige and authority are bound to be so far undermined that it 
would be questionable whether it could ever be resuscitated for 
useful work when calmer weather eventually returns. 


. * * 


How Did the Money Go? 


It is undeniable, even in the absence of statistical proof, that 
the convertibility crisis and its antecedents produced a large 
exodus of funds from London. How did the money go, and what 
effects has its movement had upon the banking system and the 
structure of Governmental finance ? Was the overseas sterling, 
which has since been turned into dollars, simply held on deposit 
at the banks? Or was it in gilt-edged securities or in tap or 
tender bills which had to be liquidated as the first step towards 
obtaining dollars 2? If so, were the securities mainly sold through 
the market and the banking system, or were they taken over in 
blocks by the authorities themselves? All these are questions 
which ought to be answerable, at least in general terms, if investors 
and students of Government finance are to obtain a reasonably 
accurate picture of what has been happening. Yet, despite the 
figures given by the Chancellor in the debates of July and August, 
and despite the apparent wealth of statistical material in the 
National Income White Paper and the regular financial series, 
none of these questions can be answered with precision and hardly 
amy of them even in general terms—a circumstance which under- 
lines once again how the deliberate withholding of information 
by the authorities makes a mockery»of the many figures which are 
given, 

An attempr to penetrate the fog is nevertheless worthwhile. 
The starting point for enquiry is the floating debt, both biecause 
this is the form in which most of the overseas balances have been 
held and because it is to reduce this debt that any net sterling 
receipts from sales.of dollars are applied. The portions held in 
deposits with commercial banks or in gilt-edged securities have 
always been relatively small, though it should be noted that in 
recent weeks these portions—and especially the deposits—may well 
have been the most volatile. The sale of dollars for sterling 
previous heid in “tap” or “tender” Treasury bills will not, of 
course, result in any reduction in the “ active” floating debt—the 
portion financed through the banking system, and comprising 
tender bills allotted through the discount market and Treasury 
Geposit regeipts—because the Exchequer will have itself to furnish 
the cash which the dollar purchasers pay to it. Nor will such 
operations necessarily produce a reduction even in’ the internal 
portions of the debt, for the bills surrendered by overseas holders 
may be retained by the “departments” instead of being cancelled. 
In such a case, an exchange of tap» bills fordollars would have 
no effects visible to the outside scrutineer. Where, however, the 
foreigner held tender bills, the most probable result, given the 
policy of roughly stabilising the total tender issue, is a complicated 
switch within the active portions of the debt—a reduction in bank 
holdings of TDR’s offset by an increase in their call money, bills 
or even bonds. In this context it should be noted that overseas 
dollar purchases financed by drafts on deposits or sales of gilt- 
edged to the public do produce effective debt reduction: the 
Treasury receives cash which it uses to redeem TDR’s (and the 
clearing banks experience either a loss of deposits or an increase 
‘n their other assets). On balance, however, it seems probabil that 
the main impact of overseas demands for doflars has fallen upon 
ihe “internal” portions of the debt. 


* * * 


Floating Debt Analysed 


Unfortunately, analysis of the movements on these princioles 
is made virtually impossible by reason of the huge internal 
Exchequer adjustments during the ‘period im question. At 
March 31st last the total floating debt stood. at the 
record level of £6,955 million; now, at end-August, it 


stands at only £6,286 million—a drop of no less than £669 . 


million in five months. By far the greater part of this decline 
has occurred in the “internal” debt, as above defined. -The end- 
March total cannot.be precisely. broken down_into its components, 
but if the figure for April sth (£6,944 million) be taken for the 
—— of analysis, it will be a aaitbenen ae million 
in fleating debt berwecn then August -<when out- 
standing tap bills reached their lowest 
their present feyel) was distributed as follows: 


ceeding three months. 
point, at approximately) — 
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CHANGES IN FLOATING Dest 
(April 5—August 9, 1947) 


f 
ce nis 
April 5 | August 9 | i 


~egey 


“ Internal” Debt 


Dept. Ways and Means). J. /..5...5. $95 M8 
Bol E. Ways and Means .........- 19 4 
The BHO io ask on kpacsekasesnadessae]. ayeee 2424 
Non-Market Tender Bills® ........... 1,129 1,201 
| 
Market Tender Billst ..gs....sssesseeeed | 1,056 
Treasury Deposit ReceiptS.....-..e8-e0++ 1,444 1,401 





Total Floating Debt ...........+ee+e00 6,944 6,356 


oa —— ae 

“* Estimated aggregate of bills then outstanding which were. allocated ia the first instang 
to quarters other than the discount market. ich ais ; 

+ Estimated aggregate of outstanding bills allotted initially to the discount market; 


These figures show that there has indeed been a substantial switch 
from internal to active floating debt, since the decline in the former 
has been very much greater than in the latter, 


* * ® 


Buying Overseas Billi Holdings ? 


These figures afford no direct clue to the movement of 
foreign money because a dominant influence has certainly been 
the spurious character of Mr Dalton’s much-vaunted surplus, 
In the period to end-June alone there was an “ above-line” 
surplus of no less than £220 million ostensibly available for debt 
reduction ; but in fact some £190 million of this represented only 
nominal revenue, so that most of the consequential debt reduction 
must have occurred in the internal items—tap bills or and 
means advances. On the other hand, it is mow known that in 
these three months the Treasury received no less than {23% 
million from actual sales of borrowed dollars and, even after 
allowing for “below-the-line” outgoings, therefore ostensibly 
had nearly £200 million available for redemption of the active 
portions of the debt. In fact, the outstanding total of tendet 
bills and TDRs was reduced in this period by a mere £5,000,000. 

The disparity between the funds apparently available for debt 
redemption and the amount by which the active debt was in fact 
reduced is but another facet of the disparity between the Excheqtier 
and the~banking figures to which attention has frequently ‘been 
called in these columns. Taking items both “ above ” and “ below- 
the-line,” the Exchequer figures adjusted for nominal revenue sug- 
gest that in the second quarter of 1947 about £215 millon We 
available for repayment of Treasury borrowings from the it 
system ; yet in fact only about some £60 million of such borrowimigs 
was repaid (net bank deposits rose during the three months | 
£64 million, but £97 million was required to finance additi 
advances and a further £24 million to absorb investments 
may be presumed to have been sold to the banks by the 

Once again, it is clear that the authorities have requite 
finance for undisclosed purposes. Evidently, the money cami 
have been needed for the acquisition of gold, for the Chance 
recent statement suggests that the net gold holding showed littl 
change in the first half of this year (the gross holding appeat 
to have declined by approximately the amount of the UK s 
scription to the IMF). Equally, thete is no reason to suppa 
that on balance any substantial sum was employed in givit 
direct support to the gilt-edged-market. In the circumstane 
since large-scale movements ef overseas funds were known’ 
be taking place, it is tenypting to assumié that at least a signific 
portion of the Treasury’s “excess” borrowings was required 
the purpose of turning foréign-owned securities into a 
Governmental direct purchases of blocks of short bonds fre 
say, one of the oyerseas currency boards, or of Treasury bill 
(whether tap or tender) from other ‘Gverséas authorities woul 
certainly ‘be consistent With the facts so far as they are know 
and would resolve some of the more intractable puzzles in t 
figures quoted above. ° iY 

* 

















* * 


Loss.of Deposits ? | 
The publication this week of the clearing banks 


weeks since end-June—presents instructive cont i 
For the first eae Yor" inant 


attempt to reconcile the banking trends with 
Exchequer returns does not reveal any wide 
| Weeks: it seems, the resources ostensibly 
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for debt redemption have not been substanually diverted to undis- 
closed uses. Paradoxically, this change has happened at a time 
when the large nominal surplus “ above-the-line ” has turned into 
a nominal as well as actual “ above-line ” deficit, 


In the period July 1st to August 23rd (the nearest date both to 
the latest banking figures and to the suspension of convertibility) 
there was an ordinary deficit of £35 million after bringing in 
{£54 million of revenue which may be presumed to have been only 
nominal, giving a true “above-line” deficit of £89 million. 
“Below-the-line ” there was a further deficit of no less than £100 
million, principally in consequence of war payments. 
The actual dollar spendings have been officially disclosed for all 
but a week of this period ; assuming £20 million for that week, 
the total for the seven weeks would be £220 million. On balance, 
therefore, the Treasury should ostensibly have had a surplus of 
{31 smillion available for repayment of “active” floating debt—if 
the dollars were wholly sold for cash. Over the same period net 
bank deposits declined by £24 million, but the public apparently 
required £40 million of additional bank finance (advances rose by 
{27 million and gilt-edged portfolios by £13 million). In other 
words. but for these demands by the public, bank deposits would 
have fallen by £16 million—a figure which, given the difference 
of three days in the periods covered by the Exchequer and bank- 
ing returns respectively, aligns quite closely with the £31 million 
ostensibly available. 


At the same time, the banks’ TDR holdings (which actually 
rose in the three months to end-June) have at last begun to fall 
substantially—by £82 million in the two months. Significantly, 
too, the outstanding total of tender bills originally allotted to the 
discount market (which fell by approximately £100 million in the 
eatlier period) has since risen by £70 million—partly, however, 
in consequence of the special credit-smoothing operations at the 
abnormal tender of August 15th. 


In view of this contrast, the conclusion which emerges from the 
whole analysis is, first, that in the earlier period, the overseas 
demand for dollars must have come principally from balances 
formerly held in bills or bonds, and that the credit repercussions 
of these movements were both concealed and neutralised by the 
actions of the authorities. In the final period, however, the effects 
became discernible ; this suggests, perhaps not a change in official 
policy, but that in this phase the balances converted were already 


417. 


held in the most liquid forms—in deposits with the clearing or 
outside banks. or in maturing tender bills, 


+ * * 


* 


Mexican Eagle Compensation 


Out of the blue of Mexico City on Monday came messages 
that a settlement had at length been reached between the Mexican 
Government and the Mexican Eagle Oil Company regarding the 
company’s properties which were expropriated in 1938. So many 
false hopes have been dashed in this case that the market was 
justified in waiting for Official corifirmation, which duly followed 
that evening. As a result, the ordinary shares which, almost alone 
in the whole Stock Exchange list, advanced from 14s. 4}d. to 
178. 6d. on Monday, became an extremely active market in early 
dealings on Tuesday, but the opening dealing range of ‘20s.- 
22s. 6d. was not proof against extensive profit-taking, and the 
shares now stand at 18s. 3d. 

The official statement records that, after providing for claims 
between the Mexican Government and the company, and for 
private claims against the latter, the Mexican Government will 
pay $US81} million, plus 3 per cent interest from March 18, 
1938, to September 18, 1948. Payment will be made in fifteen 
annual instalments of $US8,689,257.85 on September 18th in each 
year beginning with 1948 and ending in 1962. These annuities 
include interest on the outstanding balances during the period 
of repayment. 

This settlement has been warmly welcomed both by the 
Government and by the City. It has been’ produced after 
discreet negotiations of a very different sort from those which 
were contemplated in the excessively formal precedures laid down 
in the exchange of Notes between the two Governments in Feb- 
ruary, 1946. Those negotiations broke down at an early stage in 
expert disagreement. The final agreement, between the Mexican 
Government and the company, does not, apparently, restrict the 
payment of compensation to British and Dutch subjects, as: was 
proposed in 1946. It is difficult to make any accurate estimate of 
the eventual value of the compensation per share. And since 
payment does not start until a year hence and is spread over 15 
years, the market’s reflection this week that the present worth 
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The Singer Super- Twelve, a full five- 
seater with generous luggage room, 
is now in production. In comfort and 
finish, performanceand workmanship, 
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A supe ob shaving cndbiumenr 
made specially for 
men of discriminating taste 


Now, for the first time, a razor 
blade has been produced specially 
for men who are accustomed to 
the finest that money can buy. It 
is a precision instrument — the 
most superb double-edged razor 
blade in the world... Its name is 
Personna, the precision blade. 
Like a barber’s razor, the new 
Personna precision blade is 
hollow ground. This gives a re- 
markably keen edge, so flexible 
that it follows the curves ofthe 


_ face with astonishing case. Each 


blade passes 17 rigid inspections 


before it leaves the factory. Each 
blade is specially wrapped for 
perfection, 

The Personna precision blade 
will give you a master barber's 
shave with your own razor. Avail- 
able at all high-class barbers, 
chemists, and stores. Price five 
shillings for a box of ten blades. 
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per share of the compensation instalments is to a large extent 
conjectural, is probably wise. If the total receipt per share 
amounted to 30s.—some estimates put it higher—the increment 
over the present price Of 18s. 3d. would represent a gross return 
(without entering into any subtleties about accumulating interest) 
of about 8 per cent per annum. ' Whether ‘this is a fair measute 
of the risks which now attach to Mexican credit remains to be 
proved ; it would be a somewhat flattering measure of what. has 
happened. in the past.. Perhaps some closer estimate will be 
possible when the full terms of the settlement are received in 
London, 
. . * 


Dis-saving Continues 


The more reluctant Mr Dalton is to resort to an autumn 
budget to bring financial. pressures to bear in the reshaping of 
Britain’s overstrained economy—and Mr Bevin’s speech this week 
suggests that he shares this reluctance—the more imperative it 
becomes to re-vitalise the drive for voluntary savings. . The 
savings campaign is not, of course, any substitute for budgetary 
action, for it could never succeed in reversing the inflationary 
process, At best, it could do no more than put a brake upon the 
accentuated inflation which threatens to result from the enforced 
reduction in the supply of consumable goods—or, in monetary 
terms, from loss of the budgetary relief which has been afforded 
by external bortowings. On the test of recent experience, even 
that is a slender hope. Although the main holiday season is over, 
the latest weekly figures reveal another net disbursement by the 
authorities to meet small savers’ encashments of past savings. In 
the week ended August 23 (for which figures are reported during 
the following week) gross receipts totalled £15,258,000, whereas 
repayments required £15,403,000—excluding £585,000 paid out in 
interest on encashed savings certificates. 

The target of £1,000,000 per day—{366 million in this fiscal 
leap year—was presumably chosen because it was a nice round 
figure, which is indubitably necessary. But there never was any 
reason to suppose that it could be attained without a quite 
miraculous revolution in the technique of propaganda, for it repre- 
sents an increase of some £30 million on the figures actually 
achieved in 1946-47, when “ savings ” were largely and artificially 
boosted by Mr Dalton’s ill-omened “ last chance” tactics—and by 
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attracting subscriptions from “large” ‘savers by 
what was, in effect, an increased rate of interest. j 
device—which certainly cannot be used again—explaing 
ostensibly good start to the current savings year. In the first'gg 
weeks, net savings totalled £57.3 million, Now, fourteen wed, 
later, the year’s cumulative total is £4,000,000 less: than oe 
ig almost back to the level of mid-May. It is: true thar the 
fourteen weeks embrace the whole holiday season, in -whidh th. 
pressure of encashments is at its maximum. But in no week gp 
early June have this year’s encashments been less than in the corre. 
sponding week of 1946, and in the similar fourteen weeks of ggg 
nearly £45 million was added to the cumulative total of net sayings 
The cumulative position now, indeed, is worse than it was iy 
May, for in the meantime the authorities have been sais, 
interest on encashed certificates—this interest is not includedjg, 
the repayment figures—at the rate of between £4 
£600,000 per week. In addition, accrued interest on 






retained mounts up at the rate of about £2;750,000 per wack 


Finally, it must be noted that in this financial year, in addition jp 
the encashments of bonds before maturity, £37.9 million of 2 pe 
cent bonds have been repaid at maturity. Some at least Po 
money (not to mention the large payments now being made og 
war-damaged chattels) must surely have been reinvested, To this 
extent, the figures of gross “ new” savings are even worse tham th 
published statistics imply. ee 
In short, if these efforts are the brakes on inflation, it is all too 
plain that they desperately need re-lining. Will the. “silver 
lining ” campaign do the trick, in this setting of strikes and public 
gloom? The time is fast approaching when the only kind of 
propaganda which stands any chance of success is that of the 
mailed fist—a threat of blocking of bank deposits and restriction 
of encashment facilities unless the spending orgy is slowed down, 
But if such measures could be contemplated even as a threat, the 
“tough ” budgetary policy which is the only proper course would 
presumably be equally acceptable to this timid Government. ~ 


2 © * 


The Rise in Petrol Prices 


‘The latest rise in the price of petrol, which since last Monday 
retails at 28. 14d. a gallon, has attracted surprisingly little com 









ALEXANDERS DISCOUNT 
COMPANY LIMITED 
24, LOMBARD “STREET, LONDON 


CAPITAL PAID UP - -  £1,400,000 
RESERVE FUND - - £2,200,000 





















. DIRECTORS : 
THE RT. HON. LORD COLGRAIN, Chairman 


GEORGE CLEVERLY ALEXANDER 
SIR AUSTIN EDWARD HARRIS, K.B.E. 

ERIC GORE BROWNE, 0O.S.O.,.O.B.E., A.D.C. 
ROBERT ALEXANDER 

MARK DINELEY 

HON: PATRICK C. KINNAIRD, M.C. 










MANAGER : 
ANTONY MACNAGHTEN 
DEPUTY MANAGER: CHARLES C. DAWKINS 
ASSISTANT MANAGERS : E. P. 8B. BAGGALLAY, A. |. McLENNAN 
SECRETARY: F. W. HATCHER 


BANK AND FIRST-CLASS TRADE BILLS 
DISCGUNTED 


MONEY RECEIVED ON DEPOSIT 


Thesis oS nothing Cellet lha 


BRITISH LAW 
For JUSTICE 


BY 
= ath ae ae 


eh 
RASS Me i i alti ey 


EPeS SERS PEF ETE REE 3 FE 





and 


“THE BRITISH LAW? 
For INSURANCE 


Head Office Fs 
31/32 King Street, Cheapside, London, E.C 
..Telephone:. MONarch 76... 

















155 


| 


ERSEReras HESFReR SRS SPAT RR ES 





THE ECONOMIST, September 6, 194? 


ment—presumably becaute the private motorist is much more 
about the psospective abolition of the basic petrol 
ration, and the business motorist, being enured to continually 
rising prices of almost everything he handles, reckons that another 
y on the gallon is of bttle or no account. Nevertheless, it 
is dificult to see why the announcement of the increase should 
not have included some more particular justification than the usual 
reference to increased costs of mater : i 
With those commodities which enjoy an international market 
and sell at a price determined by world supply and demand—and 
oleum is one of them—the home price must follow the world 
wend if profits are to be kept stable. Equally, however, the home 
price should not anticipate the world price, unless it is the 
declared policy of the Government to allow increased profits to 
be made at the expense of petroleum consumers. Since the war 
there has been a world shortage of petroleum products, and the 
unsatiated demand is naturally forcing prices upwards. The cif 
value of imported motor spirit increased from £30.3 per thousand 
in May, when domestic prices were last raised, to £31.6 
per thousand gallons in July—an increase of 4 per cent, which 
almost entirely reflects an increase in the world price. Thus the 
new rise of a penny a gallon, which also represents a 4 per cent 
increase, appears reasonable. 


In most price changes the relevant factors are complex, and 
that is particularly true of oil prices. There is no ground for 
supposing that the latest increase is unreasonable. But it could 
have been appropriateiy explamed in greater detail. The Ministry 
of Fuel and Power has insisted on 2 Consumers’ Council, which 
is to operate when the o'} companies regain their separate identities 
next year. Is there any less reason why the consumers’ interest 
should be ignored during the closing months of the Petroleum 
Board’s operations ? 


* * * 


Banks Keep their Gilts 


For a month which embraced both the formal restoration 
and ending of convertibility and two severe cracks in the gilt- 
edged market, the latest clearing bank figures reveal, at first 
glance, surprisingly umspectacular changes. The wider credit 
repercussions of the dollar drain are fully analysed in earlier 
Business Notes this week, but it deserves to_be noted that 
there is little sign that in the five weeks from July 16th with- 
drawals of foreign deposits came from accounts with the clearing 
banks. In this period, net clearing bank deposits actually rose 
by £25 million—to which movement a further expansion of in- 
vestments and advances contributed £21 million. _ On the 
assumption that this expansion was not indirectly associated with 
the liquidation of overseas balances, it is in the movement of 
the banks’ Treasury deposit receipts and money market assets 
that this liquidation would be mainly reflected. The inverse 
movement between these two items—bills and call money are up 
by £37 million and TDRs are down by £35 million—suggests 
that in this period balances formerly held with outside banks or 
in maturing bills were the principal source of the strain. In the 
previous banking period, the first half of July, the repayment of 
TDRs exceeded the expansion in money market assets by {£28 
million—a difference which suggests that in this phase there may 
have been overseas withdrawals from clearing banks themselves. 


As for the other major financial event of the month, the break 
in gilt-edged, it is clear that the activities of the banks cannot on 
balance have contributed to the pressure. The total gilt-edged 
portfolio has risen by another £4 million to the new high level 
of {1,492 million. Although this inctease is much smaller than 
that shown in any month since January, it is noteworthy that it 
teflects a highly consistent policy among the several banks. Only 
one of the eleven banks has reduced its portfolio during the 
month—one of the smaller institutions shows a decline of 
£700,000. The largest individual change was an increase of £2.1 
million by Lloyds ; the National Provincial portfolio, which had 
been substantially reduced in the second quarter of this year, 
has risen by {1.5 million, The movement of bank advances 
affords no reflection of the probably exaggerated rumours that 

in stock markets has led to an insistent pressure for 

margins on accounts secured by Stock Exchange colla- 

‘eral. Total advances have risen by £17.0 million, despite a 

decline of fully £12 million in the advances of the National Pro- 

Vineial Bank (which are liable to rather erratic movements in 

of the importance of tobacco financing in this case). 

The hesitant tendency of advances in the previous month was 
evidently purely ephemeral. 


Higher Rayon Prices and Qutput 


4p 


Last Monday the price of rayon yarn was increased by 4d 


a Ib. for alt types except for one or two qualities and deniers of 
viscose and acetate yarns. Viscose staple fibre was increased by 
23d. for all qualities. This rise reflects the recent increases of 
raw material prices, particularly of wood pulp, and the increased 
costs of operation which, in the present inflationary situation, are 
common to all manufacturers. The price rise has been the first 
since October, 1941, when continuous filament weft was sold at 
5sd. a tb. In April, 1945, it was reduced to 523d. a Ib. and again 
in May of this year to 463d. a Ib. when the 6d. Excise Duty was 
removed. The latest increase raises the price to so}d. a Ib., so that 
two-thirds of the benefit of the lifting of the Excise Duty has been 
om to the consumer. The price of staple fibre will now be 18d. 
a Ib. 

These price increases are unlikely to have any damaging effect 
on the demand for rayon, which for some time has been more 
than capable of absorbing al! supplies. In any case, staple fibre 
remains considerably cheaper than the other textile fibres and 
even the differential price spread between continuous filament and 
cotton or wool is still lower than it was before the war. 

Simultaneously with the increase in prices, it was announced 
that output of rayon and nylon in July was the highest ever re- 
corded in the United Kingdom ; the total was 18.2 million Ib 
compared with 16.8 million lb. in June and 17.6 million Ib. in 
January. The production of rayon yarn increased by 5 per cent 
during the month to 10} million lb. and staple fibre by 13 per cent 
to. 7,700,000 Ib. The steady recovery since the February fuel 
crisis has thus been more than mairz.tained ; indeed the output has 
now surpassed the pre-crisis level. The quantity of staple fibre 
produced continues to account for a larger share of the total ; 
in 1939 it represented 33 per cent of rayon output, in 1946 39 per 
cent, in January, 1947, 41 per cent and in July 42 per cent. 


DELIVERIES OF RAYON YARN 


(000 Ibs.) 
jJan.-Mar. Apr.—June 

1947 19d 

Wein i. aA» S63 cc HK a 10,776 13,615 
SOOT 8 a. inn can 4c be ges oR WAR a 3,241 3,030 
OPE MENON 6 no oh os'y ohne a dains anaes 581 2,839 
MN SUNN oc chet nddgtatshe dou 874 874 
BER vob h 0 agp vss 00s qenebe cn buleba 428 363 
Tepe kuitting 33035 eee ee ea 299 315 
Industrial purposes (tyres, etc.) ...... 3,969 4,518 
Mimoclinneqee 666 oa. 8. igs Raweaae 416 444 
NDOT OR WEEE... 05. oc Hi eerie rs 2,960 3,288 
TORR» cicccessaeueeeet cere ee 25,344 29,286 





An analysis of the delivery of rayon yarn (including strong 
yarn, but excluding nylon) to the principal users during the first 
two quarters of 1947 is shown in the accompanying table. Weav- 
ing, warp knitting, industrial purposes and exports, which repr:- 
sent four of the five major outlets, showed an expansion during 
the second quarter as campared with the first. On the other hand, 
hosiery, the other important consumer, took less yarn in. the 
second three months, 


* * * 


Trust Metamorphosis 


Another instance of a complete change in the activities of a 
long-established investment trust has come to kight this week with 
the publication of a statement for information relating to the 
Northumbrian and Crayford Trust, Limited. This undertaking 
is the successor to the North Queensland Mortgage and Investment 
Company, Limited, which was incorporated as long ago as 1886 
to carry out a mortgage and investment business. In July, 
Close Brothers, Limited, acquired almost the entire share capital 
in the company, a new board was appointed, the company’s name 
was changed, the bulk of its old assets liquidated and new intezests 
acquired in four greyhound racing and breeding concerns. 

It is a long journey from loan and mortgage business to open 
up the new sheeplands of Queensland in the ’eighties to the tote 
and elecrric hare at Gosport and Bexley Heath. Bur there is, 
of course, nothing particularly novel about the technical procedure 
by which it has been accomplished. The recipe is quite simple. 
No new capital may be raised nowadays for the purposes of a 
financial trust. Hence it is open to those who wish to undertake 
new business of this sort to sidestep the barrier which the Capital 
Issues Committee has set up if they can find an existing trust 
(preferably a not too going concern) with w de investment powers 
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under its articles and a portfolio of securities which can be realised 
without great difficulty co provide finance for the new business 
which the purchasers have in mind. A recent instance of this 
kind was the purchase of the Aurochs Investment Trust by the 
Whitehead Industrial Trust, and another, of a rather different 
order, was the acqu'sition by Hambros Bank of the Conversion 
Investment Trust a year ago. 

The latest metamorphosis illustrates the limitations to the legal 
doctrine that the objects of a company can be effectively cincum- 
scribed by its articles of association. Objects clauses have always 
been drawn sufficiently widely to cover almost any activity or 
contingency. ‘There was, indeed, a prewar case in which a com- 
pany which originally set out ro make jam later proposed to make 
gramophone records. Where such wide scope exists for a change 
in the basic character of a company’s operations it is difficult to 
see what force still resides in the legal doctrine that a company’s 
acts must be intra vires. The latest case is interesting for one 
particular feature—namely, that the new shareholders have under- 
taken to purchase at par any of the 4 per cent debenture stock from 
holders who do not des‘re to retain their investment owing to the 
change in the character of the company’s holdings. 


x ® o 


Sharp Rise in Import Prices 


There was a sharp rise in the prices of imports in July, which 
was reflected in a further advance of 3 per cent in the Board of 
Trade index during the month. The average cost of raw materials 
was 4 per cent dearer, manufactured goods 3 per cent, and food, 
drink and tobacco 2} per cent. Thus the rising trend of import 


ImPORT AND Export Prices INDEX NUMBERS 








1938 = 100 
i April | May June July 
ieee 4 

Imports : } 
Food, drink & tobacco .... | 229 242 
Raw -naterials ........... } 254 | 282 
Manufactures ...........+ | 223 j 244 
MORAL. ocvicate ed 234 253 

Exports :— 

Food, drink & tobacco .,.. 216 220 
Raw materials ........... 218 232 
Manufattures ........4... 221 230 
Metal goods pe seceee Ghee 200 208 
I Sa ae i 297 310 
Other manufactures .....; 214 221 
BOORE Ak ss teevas 221 } 230 
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prices continues on its apparently unshakeable course, and the rate 
of increase has itself begun to rise. 

The rise in export prices amounted to only 1 per cent, which 
was reflected almost entirely by the increase in the average export 
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value of manufactured articles. Export prices for textiles, which 
had remained stationary during June, increased by 3 pet cen 
but there was virtually no change in the price indices i mn 
goods, other manufactures or food, drink and tobacco, Rigg 
the third month in succession the average export price of tay. 
materials has risen by 2 per cent, but in view of Britain’s press 

inability to export coal the benefit of this increase to the balance 
of trade is microscopic. Had raw materials played the same part 
in Britain’s postwar export pattern as they did in prewar years, 
they would now be playing an important part in redressing the 
adverse balance of payments. The accompanying table shows 
the monthly index numbers of import and export prices com. 
piled by the Board of Trade for July, with comparative figures 
for the three preceding months. 


* x * 


Reduced Synthetic Rubber Consumption 


A definite tendency has been evident during the first five 
months of this year for world consumption of synthetic rubber 
to fall. In January consumption totalled 67,500 tons, but by 
May it had fallen to 55,000 tons. Production, however, fell more 
sharply, with the result that stocks of synthetic rubber were 
reduced to about 125,000 tons at the end of June compared with 
140,000 tons at the end of 1946. The synthetic rubber position js, 
of course, completely dominated by the United States, and there 
the downward trend in synthetic consumption has been pro 
ceeding fairly steadily during the first half of this year. In June, 
United States’ consumption was estimated at 42,358 tons com 
pared with 48,663 tons in May and 62,899 tons in June, 1946, and 
the total for the first half of the year amounted to 312,953 tons 
against 409,493 tons in the first six months of 1946. ‘ 

This situation looks superficially satisfactory, particularly when 
it is set against the comparable figures for natural rubber con. 
sumption in the United States. In the first half of 1947 American 
industry used 258,872 tons of natural rubber compared with 
84,525 tons in the corresponding period last year—an impressive 
threefold increase. But in each of the six months beginning with 
last January consumption has remained fairly steady at about 
43,000 tons a month. ‘Thus, the decline in American synthetic 
consumption has not been made good by any corresponding 
increase in natural rubber consumption. Nor, indeed, can it be 
increased until action is taken towards a further modifying of the 
notorious R.L. instruction (which determines the proportion of 
synthetic rubber to be used by the manufacturers) in favour of 
the natural product or by annullinz it altogether ; it still seems 
unlikely that any action will be taken in this direction before 
Congress meets at the beginning of next year. 

World natural rubber consumption has expanded during the 
first half of the current year, but output has increased still further, 
causing a net increase in world stocks which at the end of May 
were reported as 907,500 tons as against 895,000 tons at the end of 





SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
reports also appear in the Supplement; Union Cold Storage; Calico Printers’ Association; Distillers. 
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1946. The rate at which stocks are accumulating’ is, however, 

ining as the trend in output since last March has been down- 
wards. Malaya is now faced with yet another obstacle to produc- 
tion, for the Government of the Dominion of India has announced 
its intention to continue the embargo on th: emigration of Indian 
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(000 Tons) 
—— Re Tarot 

‘ Jan.- | Jan.- 
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ce iting ila gtgeiniaieiialiabiiie Aaitghlitee } 3 | 

Natural inbler svaie 100-0 97-5 | 107-5 | 102-5} 102-5! 95-0 
Synthetic rubber ... 67-5 63:5 62-5 55-0 45-0} 41-5 











us ye1-0 | 170-0 | 157-5 | 147-5 | seg 














Consumption >-—— | 
Natural rubber... .. 85-0 | 75-0} 97-5) 105-0 | 100-0 | 102-5 
Synthetic rubber... | 67-5 | 60-0) 62-5) 60-0 | 55-0) 45-0 
—_—— -|----——- - 4 —E 
ee srt ats | 152-5 | 135-0 | 160-0 | 165-0 | 155-0 | 147-5 
| 1 i 
Estimated Stocks :— 
Natural rubber, 30 June, 1946, 705,000 tons, 30 June, 1947, 935,000 tons* 
Synthetic 30 June, 1946, 138,000 tons. 30 June, 1947, 125,000 tons* 
843,000 tons Totat 1,060,000 tons 
* Provisional and subject to revision. 


labour unless wages are brought into line with those paid to 
Chinese labourers. Chinese rates are double the Indian rates, 
but Chinese labour has a higher productivity. Under existing 
conditions it would not be financially possible for the rubber 
industry to accede to the Indian Government’s conditions. In any 
case a surplus of labour is expected on the estates shortly, unless 
there is an impressive expansion in the demand for rubber. 
Following the recent fall in prices, a number of plantations had 
woclose down. In addition Malaya is confronted with a replanting 
problem. In December last 70 per cent of the rubber trees were 
over 21 years old and only 12.7 per cent of the total acreage has 
been planted with high yielding stock, A rubber tree is generally 
expected to reach its optimum yield at between 13 and 17 years of 
age, There is at present an urgent need to reduce plantation 
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costs, but this can only be effectively done by re-planting with high 
yielding trees; even then the results will not be seen for some 
years, 

4 2 - ® 
Gas Turbines for Ship Propulsion 

The application of the gas turbine principle to marine pro- 
pulsion has been carried a stage further by the installation cf the 
first engine of this type in a naval vessel. A Metropolitan-Vickers 
gas turbine in HM motor gunboat 2009 is now undergoing ex- 
haustive sea trials in service conditions, and the Admiralty is 
planning a larger installation for an escort vessel. The present 
set is, of course, purely experimental, and has been installed in 
place of one of three petrol engines to drive the central propeller 
shaft when added speed and power are required, 

Considerable research has been carried out, notably in the 
United States, Great Britain and Switzerland, in this new form 
of engine, which uses oil fuel to impart a rotary as opposed to a 
reciprocating motion. The engine can thus have all the advan- 
tages of the smooth-running steam turbine and, by obviating the 
need for boilers to supply steam, shows considerable economy 
in weight and saving of space. There are certain technical diffi- 
culties, however, to be overcome, notably the metallurgical 
problem of providing turbine blading and other parts which can 
withstand for a sufficient length of time the extremely high tem- 
peratures of the products of combustion. Reversing, too, appa- 
rently presents difficulties, which may have to be solved by the 
use of turbo-electric drive or by fitting variable-pitch propellers— 
another recent development on which marine engineers are 
working. 

Further experiments in this direction will follow when a BTH 
gas turbine unit is installed in the “Shell” group’s diesel-electric 
tanker Auris, at present under construction. This turbine will be 
used in place of one of the diesel generators for experimental pur- 
poses. It may be some time before sufficient data can be acquired 
to show whether advantages in fuel consumption, reliability, length 
of life and increased revenue-earning cargo capacity will offset 
initial costs to make the gas turbine of practical value for merchant 
ships. But it may be recalled that only a few years after the 
appearance of Charles Parsons’ small Turbinia the Lusitania was 
crossing the Atlantic with the then revolutionary form of steam 
turbine propulsion. 
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COMPANY MEETINGS 


AMALGAMATED ROADSTONE 
CORPORATION, LIMITED 


IMPROVED TRADING PROFITS 


The eleventh annual general meeting of 
the Amalgamated Roadstone Corporation, 
Limited, was held on the 29th ultimo at River 
Plate House, London, EC, Mr G. F. 
Nalder (chairman) presiding. 

The following is an extract from the state- 
ment by the chairman which had been cir- 
culated with the report for the year ended 
October 31, 1946:— 

It is with great satisfaction that I am able 
to report to you that the merger with the 
British Quarrying Company, Limited, was 
duly completed and I take this earliest oppor- 
tunity of welcoming to our Board of Direc- 
tors Messrs J. S. Killick, D. W. Cleaver, 
A. H. Arnold and Ian Fraser, directors of 
the British Quarrying Company, Limited. 

The benefits of the amalgamation are not 
reflected in the accounts now before you, 
and only a partial benefit will be felt in 
the current year. The full effect should be 
apparent in future years. 

The profits earned, including EP.T. re- 
coverable, enable your directors to recom- 
mend a final dividend of 5 per cent., making 
with the interim dividend already paid, 
8 per cent. for the year, thus slightly ex- 
ceeding the rate of distribution made last 
year in respect of the 19 months’ period to 
October 31, 1945. You will also observe the 
reduction in carry-forward of £6,517, but 
this is far more than offset by the allocation 
to capital reserve of £11,436 and to deben- 
ture redemption of £7,517 and by the reten- 
tion in the accounts of subsidiary companies 
of profits for the year amounting to £8,656, 
and the payment of the non-recurring charge 
wf £8,000 being compensation to directors— 
three of British Quarrying Company, 
Limited, and two of this Company—who 
retired on the amalgamation. ‘These items 
amount, in the aggregate, to £35,609. The 
results achieved im the year under review 
were to the extent of £79,885 assisted by 
recovery of E.P.T. 


CURRENT YBAR’S OUTLOOK 

As regards the current year, already so 
far advanced, we are glad to be able to state 
with confidence that without any such 
assistance the results will be showm to be 
still better. This in effect means an improve- 
“ment im trading profits of more than 
£80,000 in spite of three seriously adverse 
factors with which we have this year had to 
cope-——first the exteptionally severe winter, 
which naturally hit hardest outdoor activities 
such as quarrying ; secondly, the 
power cuts and, thirdly, the fact that this was 
immediately followed by drastic reductions in 
the road programmes of all public authorities. 
As regards the future, more than 
has been spent on additional equipment of 
which only a small part has. been productive 
for only a shert period in the current year; 
cons tly, given continuance of even the 
pevaling itioms in our industry, which 
can h be described as normal, next year 
should show a further increase of profits. 


accounts have mow become available which 
show that that was an under-statement ; in 
fact, we are now justified in anticipating an 
improvement of at least £130,000. ese 
improved results are in the main due to the 
greatly increased availability of, Coast-wise 
shipping this summer, the sho ‘of which 
had our greatest hardship during the 
preceding two years. 
The teport) was adopted. 


LONDON ASIATIC RUBBER 
AND PRODUCE COMPANY, 
LIMITED 


DIVIDEND OF 10 PER CENT 


At the annual general meeting of the 
Londen Asiatic Rubber and Produce Com- 
pany, Limited, held in London on the Ast 
instant, the chairman, Mr H. J. Welch said: 

It is a great pleasure to be able to put 
before you accounts which, unlike those for 
the years 1942 to 1945, show a substantial 
credit balance and allow of a dividend of 
10 per cent. being recommended. For this 
result we are indebted in the first place to 
the men who went out, after the liberation 
of Malaya from Japanese control, to re- 
lay the foundations of estate organisation 
and working under conditions of great 
difficulty and considerable hardship. 

From October onwards, the company’s 
production was at a level not very much lower 
than before the invasion. The estates which 
in the past manufactured sole crepe were 
able, one by one, to reintroduce this grade. 

Owmg to the serious shortage of supplies 
of leather, the premium on sole crepe has 
been considerable, and at present this is still 
the case, though the prices obtamable for 
forward sales have declined and the demand 
is much more discriminating than it was in 
respect of types and quality. 

For 1947 the estimated crop amounts to 
nearly 13,000,000 Ib. (or over 5,800 tons), 
of which we hope at least 1,000 tons will 
consist of sole crepe and 200 tons of another 
special form of rubber. Without being un- 
duly optimistic, it seems clear that the com- 
pany’s net profit this year will be greater 
than last, and that in spite of the prevailing 
difficuit conditions the stockholders are not 
likely to consider the results for the year 
unsatisfactory. 

The accounts were adopted unanimously. 


TELEPHONE 
MANUFACTURING COMPANY, 
LIMITED 
CHANGE-OVER DIFFICULTIES . 


The seventeenth annual general meeting of 
this company was held, on the 25th ultimo, in 
London, Mr Fred T. Jackson, O.BE., 
Comp.LE.E., chairman and managing direc- 
tor, g. 

The chairman, in the course of his speech, 


said: 

The gross profit on trading is £134,896 
and in cemparison with that of the preceding 
year of £410,559 shows a reduction of 
£275,663. This reflects in part the cancella- 
tion of contracts following on the cessation of 
the war and the change-over to civilian re- 
quirements. The total distributable balance 
is £66,577. An interim dividend of 2} per 
cent. has already been paid and a final divi- 
dend of 6} per cent. is proposed. 

The change-over from war work presented 
us with difficulties which could not be fore- 
seen, as they arose from national policy 
created by the Government and were alto- 
gether outside our control. The material 
position has been, and still is, one that 
very great anxiety, and during the 
shortage it can only be dealt with b 
a system of priorities. There is far too ou 
material used in non-essential manufac- 
t t of the country’s effort 
in export and home trade. 

We are up against problems over which we 
have no and our only hope is that the 
Government Fecognise its mistakes and 
allow private enterprise unfettered freedom. 
Given this freedom, your company is*in a 
good position. We have a good 
amounting t over {1,800,000 at June 
1947. I. would say that our prospects over 
the next few } excellent, 
the supply of raw materials be 
plentiful. = 

The report was adopted, 


in 


THE ECONOMIST, September 6, I9gp*/ 


i aH 


WILLSON’S (LONDON. AND... 


Ie 


RECORD TURNOVER: __. 


The fifteenth annual general meeting” i 
Willson’s (London and Provinces), Listes 
was held, on the 3rd imstant, in 

Colonel The Rt. Hon. Lord Barnby 
C.M.G., C.B.E., M.V.O. (the chairman), i, 
the course of his speech, said: The com. 
pamy’s turmover and profits for the 
under review, which is the 21st anniversary 
of the foundation of the business, have 
exceeded the preceding year’s record figure. 
The number of customers served, too, has 
been a record one. 

The accounts before you show that 
the year ended January 31, 1947, the profit 
amounted to a sum of £134,468, compared 
with £103,381. There is a disposable balance 
of £18,533 from which your directors recom. 
mend that a dividend of 25 per cent. for the 
year (less tax) be paid on the Ordinary shares 
for the year ended January 31, 1947, which 
compares with a dividend and bonus : 
17} per cent. paid For each of the previous 
two years. 

The company has always pursued a policy 
of building up reserves before distributing 
dividends, and the result is that you haye 
before you a  belance-sheet of marked 
strength with reserves totalling the substan 
tial sum of £146,216. £43,000 has been 
aside for Excess Profits Tax. This bring e 
total provisions made for the Excess ya 
Tax since it was instituted to £226,000. 

SUCCESS OF NEW ISSUE 

since the accounts for the period were 
closed the company has issued to the 
Ordinary shareholders the authorised but 
unissued “A” Ordinary shares capital, and 
this provided an additional £100,000 beg. 
capital. This issue was not underwritten an 
all the shares available were readily taken by 
the existing Ordinary shareholders, in fact, 
it was over-subscribed, The assets have been 
written down in accordance with the policy 
consistently adopted. For instance, the whole 
of the fixtures, fittings and shop furniture 
in all the branches, offices and warehouses 
stand in the books at the nominal figure of 
£14,877, and on the accounts before you 
fixed assets aggregating £318,492 are nearly 
£80,000 more than the total issued capital, 

It might interest you to know that of the 
turnover in the accounts, the percentage 
absorbed by wages and salaries is a very high 
one, for the company follows the policy that 
the remuneration of all employees shall be 
at the highest possible economic level. 

During the year we have obtained paft 
possession of a large block of buildings m 
Edgware Road, which we secured some years 
ago on very favourable terms but which has 
remained under requisition. ; 

The main anxiety with us (as with al 
manufacturers and suppliers of consumer 
goods) is with regard to supplies, but #8 
again my pleasure to express our thanks © 
each of the suppliers who has assisted the 
company in a successful but difficult year's 
trading. I also wish to tender our thanks 
to those who have, despite many 
worked so hard in factories under our control 
to meet our requirements. fo 

I am sure that I shall be complying with 
your wishes by saying how much we appre 
ciate the individual efforts made by every 
member of our staff in contributing to the 
continued progress of our business, and to 
thank them for their share and assure 
that their contribution is, valued. 

There is’one matter which I feel sure you 
would wish me to mention. In the autuma 
of the year under review the 21st al 


was.celebrated . of the. business” 
the present tinte, plan “organi 







in readiness for the controlled 
the second hundred. ~ 
__The report was adopted. se 
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Statistical Summary 


GOVERNMENT RETURNS 


For the week ended August 30, 1947, total 
ordinary revenue was /78,352,228, against 
ordinary expenditure of £81,544,989 and 
issues to sinking funds £50,000. Thus, in- 
cluding sinking fund allocations of £4, 461, 384 
the surplus acerued since April Ist “is 
£248,287, 466, against a deficit of {418,292,900 
for the corresponding period a year ago. 


ORDINARY AND SELF-BALANGCING 
REVENUE ane ERE ENET ORS 


Reo ® pee: into the 


| 
Exchequer 
| { thousand? 
| Esti- | April { — { 
Revenue mate, 4 | Week | Week 
1947-48 . to ended | | ended 
| Aug. | aus — A 
Pos 4 | 30 
Filet sk 1946 | 2 = _ ages | 1947 
ORDINARY | | 
Revenve t 
Fncome Tax . 1073000 361,727) 331,931) 12,448) 12,908 
Bur-tatw sss 6.06 80,000 14,711, 16,805 265 425 
Estate, etc., Duties 155,000 61,110) 69.879 2,630 2,800 


ee Ett &, 57,000 13,750) 19,480 500 1,050 
NDC.... ‘se 202.000 12, 999, 12,280 54 1,150 
SP.1. .. f 132,201) 87,086, 7,020 4,500 
Other Ink and Rev 1, 000 148 100 see 


mn eh ae | ee ee ee 


Total Inland Rev 15 68000 596, 546, 537,561 23,403 22,833 


Customs......... 136, 960 239, 099 318, 369 15, 628 18, 693 
ND 5... sade 643, ot0 ats an 255,408 19, 200 $2, i 
Total Customs & 

Excise . . 1380000 485, 399 S71, 769 ¥, 828 *, 793 
Motor Duties .... 50,000 8,947 “9,979 262, 116 
Surplus War Stores, 95,000, 14,890) 78,099 261 12,937 
Surplus Reoeipts ' | 

from Trading 55,000 | 25000..." | 
Post Office (Net | 

Receipts) . . it 4,350, 1,080 Dr S00 Dri300 
Wireless Licences.| 11,000 2,250, 3,190 490 550 
Crown Lands 1,000 450) 440 60 3» 
Receipts from 

Sundry Loans 21,000 7,459 13,769, 718 i12 
Miseell, Receipts... 270,000 14,302) 158,851 546 2,281 


- 3451000 1452591 1399738 59, 168 78,352 





Total Ord. Rev.. 


een 


Seue-Batancine | 











Post Office... . 144,230 49,300) 57,900 3,100 3,800 
Income Tax on 
E.P.T. Refunds 49,000 94,774) 11,095 2,337, 326 
Se a 36442301127 468735 65,205, 82,478 
Bathe out of the Exchequer 
to meet_payments 
i thousand) - 

Esti- ‘April | April} "J 

Expenditure mate, i Y Week | Week 
1947-4 to to | ended | ended 

| Aug. | Aug. | Aug. | Aug. 

31 30 31 3» 


_ 1 | 16 


ORDINARY { | 
ExPenpituRE } 


1947_| 1946 | 3967_ 
[aaa 
; ; 
{ 


Nat. Debt... -| 525,000! 199,168) 203,185, 1,150 2,309 
25,000 7,108 8,880 1,509 


i 
Z 
I 


ee 8,000 «3,492 5,318 19, 21 





556,000 259,747 215,383 1, 169 3,859 
. 2635114 1286894 931,606 81,532 77,706 


freer reer ienneat perenene 


Total 


‘3191114 1546641 1146989 22, 701 ‘81, 545 
ener errr 


Total Ord. Exp... . 


SELF-BALANCING , 


PO, & Brdcasting 144,230 49,500, 57,900, S109 3,800 


on 
EPT. Refunds 49,000 94,779 11,095 2,337) 326 


Total .. 3383344 
tate 





let AE eared Saal gach 


_ 3383344 1690715 5 1215984 88,138) 85,672 


Alter E ba by £459,763 to 
sis, deresing Eucegus Renese Dy {500.385 fe 


operations for 
the gross National Debt by £16,078, S58 te to £25, S41 mitt ction. 


NET ISSUES (£ thousand) 
PO, and MOMBTOREE os sina corednc vis otk: ibs 400 
E.P.T. Refunds 
Overseas ‘Trade Guarantee Act, 1939, Sec, 4 ()... 138 
Nationalisation Act, 1945, Sec. 34 (a) 5,000 


Loans Act, 1945, Sec. 3 {)..... 5,150 

War Damage : War Damage Commission. ....... 2,000 
Finance Act, 1946, Sec. 26 (7) Post-war Credits. . _ 
73,295 


itineeenen nace tare etc tant en eet CON ERA e et 


{ 


CHANGES IN DEBT (£ thousand) 




















_. Ner Reessers Net RerayMents 
Nat. we Certs. 2,100 | Treasury Bills .... 29,342 
24°, Def. Bonds . . 710 | 3% Def. Bonds ... *1,749 
Other Debt :— | Reserve Certs, 1,164 

Extemal) } i. ii% 15,873 | Other Debt :— 
Internal... ..... 744 
Ways & Means Ad 
vances. 20... 
| Treasury Deposits, 27,500 
78, 683 | 2,604 
* Including £1,126,000 paid off on maturity. 
FLOATING DEBT 
eee (£ million) 
Treasury W Sowa ‘ 
Bills a frea- 
Advances sury | Total 
Gated oped ee =. De | Flot 
posits ing 
: Public >" by Debt 
Tender} Tap Depts. | Gag- Banks 
tancd 

1946" | 7 oe 8 ae a 
Aug. 31 “1940-0 | 2509 3; 461-7 | 13-75 | | Year: ry 6591-7 

1947 | | 
May24 | 2190-0 | 2620-1/ 327-5 sy 1463-5; 6601-1 

A | 2480+0 2605-3) 337-5 | 165 1465-5 | 6585-8 
June 7 | 2180-0 | 2584-9] 342-5 | §+5 | 1465-5] 6575-4 
»» 14 | 2180-0 2592-1) 347-1 | 10-25 | 1453-5) 6582-9 
v» 21 (2180-0 2614-4) 341-9 | 10:0 | 1943-5 | 6589-8 
28 2180-0} 25373) 369-9 1... | 1442°0/| 6529-2 

July 5 | 2180-0 | 2584-9) 356-7 | $25 | 1368-5 | 6496-4 

» 12 1 2180-0; 2541- 0; 378-6; ... 1358-5 | 6486-0 

» 19 2180-0 2503-1/ 328-9 . 1408-5} 6420-5 

26 | 2180-0 | 2493-4; 270-9 | . 1408-5 | 6352-8 
Aug. 2 oo 0,2470°4; 317-7 | 2*5 | 1400-5) 6371-0 

“ 2180- 0 | 2424- 0} 48-4, 35 }4400-5 | 6356-4 

om 16 | 2180- Q | 2428- 24.336°7 | 11+75 | 1580-5) 6337-1 

m 23 | 2180-0 | 2467-9 ay 9°75 |1350-5| 6345-2 

Serer '| 5' 339-8 | @75 | 1323- 0) 6286-1 
to ES RS, Ss 
TREASURY BILLS 

“£ million) 

Average Per 

Amount Rate Cent. 

Date ot of Alles. Atiotted 
Tender Anpliedl t at 
Offered} “PP e Allott a "% Min. 

Te AC 1 | # _ Rate 

i9f6 | ! 

Aug. 30 eee ‘ior 10 2-83 4 44 
May 30 | 170-0 | 262-5 | 170-6 10 1-66 ¢ 
June 6 | 170-u | 290-51 17-0] 10 1-45 45 

vw 13 | 170+0 | 277-7 | 178-0 10 1-61 49 

20] 17040 | 282-0} 17-0} 10 1-65 49 

» 27 | 190-8 | 288-4 | 170-0 10 1°43 46 
july 4 | 170-0 | 292-11) 170-0 | 10 1-§1 46 

» 11 | I70-0 | 299-8 | 176-6 10 PO 40 
, 38} 210-0 + 294-5 | 170-0} 10 1-39 44 

». 25 | 160-0 | 292-4 | 160-0 | 10 1-24 40 
Aug. 1] 160-0 | 287-9 | 160-0 10 ill 3 

» 8 | 1%-O 7276-6 | 17-0 | 10° 1-4 49 

» 15} 170-0 | 235-6 | 170-6 10 2-# 68 

» 22} 170-0 | 258-41 1%-0| 10 1 58 55 

» 80 | IT), 1M 0, 10 3-14 59 


j 2o1 9 
On Aug. 29th code! far bills to be paid on Monday, 
Tesstay. Wednesday, Thursday, Friday and Saturday 
as.to about 59 per cent of the amount 
cpplied for at £99 17s.. 5d. and applications at higher 
rices were accepted in full, ¢170 million (maximum) of 
Tre reasury Bills are being offered for Sept. 5th. For the 
week ended Sept. 6th the Banks will be asked for Treasury 
deposits to an amount of £100 miftion (max.). 


NATIONAL SAVINGS 
(£ thousand) _ 


| Week Ended nat er Sto 
; 











Aug. 24, | A 2s, A 
ae” ise) “iSar 
Savings Certificates :— 
ee, ERE ee ee Ee ggg) 100,600 
Repayments ....... fasai 3,250} 59,500 
Net Savings ............ | 41,100 
Defence Bonds :— 
GB... wawe vies von ed } as 
Repayments .........+.. | ‘ 
Net Savings 5 ........... 127 | 20,860 
P.O. and Trustee Savings 
Banks :-— 

Receipts... .... PNR g 

Repayments ........ Ruin 

Net Savings... ...655-5. 
Total Net Savings ........ 5,278 Dr = 54,347 
Interest on certificates repaid 585/| 11,703 
Interest accrued on. sav: 

Mromaiong myested ase | 2396/2202! q2ee 


BANK OF ENGLAND 


RETURNS 
SEPTEMBER 3, 1947 
ISSUE DEPARTMENT 














Notes Tssued : x Govt, Debt. . ° Sy As10 
In Cirelm: ... 1392;492,870 | Other ‘Govt, 
In Bankg. De- Securities .... 1438,340,690 
partment. . 57,834,963 | Other Secs... 635,499 
Coin other 
than Gold. 8,713 
Amt. of Fid. 
DO cas 1450,000,000 
Goki Cam 
Bullion = fat 
172s. 3d. 
oz. fine)... .. ah7,833 
1450,247,833 1450,247, 833 
BANKING DEPARTMENT 
: £ 
Capital ...... 14,553,000 | Govt. Secs... 319, 4. 350 
pa ies 3,924,926 | Other Sers. : 
Panic Deps*. 12, 485, 469 | Discounts and os 
_— Advances 19 185 
Other Deps. : Seaper ities. 7 909,058 
Bankers... 292,304,497 as ee 
Other Accts... 94,267,270 37,/795,243 
a | Notes. ....... 57,834,963 
$86,571,761 
iii x ceca cs 2,537,600 
417,535,156 417,535,156 
® Including E 


wer, Saviags Banks, Commissioners 
Dividend Accounts. 


COMPARATIVE ANALYSIS 


of National E Debt 





Si: million) _ pee 
| 196 | IMT 
[oe Ag. | Aug. Sept. 
. | 
Issue Dept. : 
Notes in circulation ...... 11367: » cnet 4 1393- ites 
Notes in banking depart- | 
‘Weeks ss cscres. | 32- 8 50° ‘ 56-8] 57-8 
Securities® ........... "1399: s14a9. aiaag. ahieas. ‘4 
Other securities......... | O-% 0-6) 6-6) 
GOB ner as ease wieeuke 0-2) 0-2) 0-2) 0: 2 


Valued at s. i f 7 
ate fine oz 14/9 172/ 5 |. £7273) 172/73 


i 
me 
Raw... 8 eee vil sail 4-0 125 


TEE oo vs oc ca cate 251-4 30153! 282-0) 292-3 
Ou ese 58-6 93-8 93-4 84s 
ee ee | 320-2) 407-8 389-4) 3990 
Securities : i 
err a enc | 275- 7, 332-7) 308- 1 3193 
Discounts, efe........... Mi- T° 2 16-6) 1%9 
OGhet 2.) Kins. 17-8). .A7-4| 23-9) 1799 
Wes. Fi 58s. 304-6 372-9 348-6) 357+1 
Banking dept. res.......... 33> 8) 53:5) 59° 5 6045 
“ Proportion”)... +. io-3 Bo is. 2| 51 


* Goverament debt is Fie 015,100, capital £14,553,000. 
Fiduciary issue raised from £1,400 million to £1,450 
million on December 16, 1946. 


“ Tue Economist”’ Inpex oF WHOLESALE 


PRICES 
____, 1927 = = 100) _ : ass 
A ae Aug. 
ae ee 
apie ky 16} IT | 
ROOM oi uc ses csse 0-0) 112-6 | 114-1 
Other foods ...... | 106-1 | Ain | 134 
Textiles 22. -....04. | Hos | M16 | Lies 
Mimerals ......... <« | 397-2 | 223°8 | 223-8 
Miscellaneous... ... i 1%-7 | 43-5 147-7 
“her | ee) ee 
196-7 146-8 | I 
1919100... . 2... | Wed | 298-0 |: we7 
GOLD AND SiLVER 
The Bank of Official buying price for gold 
remained at 172s, per fine ounce throughout the week. 
Spot cash prices were © as follows : a ak cele 
SILVER od Gove 
London New York) Bombe ied 
ounce per ounce per 100 tolas’ per tola 








| eee | ar a9 

Sep. 1.. 2 Closex 
68 Markets | Closed 
Lop 8 lm 


; 











424 


NATIONAL BANK OF INDIA LIMITED a 
| 





Bankers to the Government in Kenya Colony and Uganda. 
Head Office: 26 BISHOPSGATE, LONDON, E.C.2. 
BRANCHES: 
Madras 
Mandalay 
Nuwara 

Eliya 
Rangoon 


Kenya 
Colony 
British 
B.A. 


Cochin 

(8. India) 
Colombo 
Dethi 
Kandy 
Karachi 


Aden and 
Aden Point 
Amritsar 
Bombay 
Calcutta 
Cawnpore 
Chittagong Lahore Zanzibar 
Dar-es-Salaam Mwanza Tanga ... 


SUBSCRIBED CAPITAL... ... 
PAID-UP CAPITAL «ss «ss £2,000,000 
RESERVE FUND ... ... ... &2,300,000 


The Bank conducts every description of Eastern Banking business. 
Trusteeships and Executorships also undertaken. 


Kisumu 
Mombasa 
Nairobi 
Nakuru 
Entebbe 
Jinja 
a 

. Tanganyika Territory 


£4,000,000 


Tuticorin Uganda 





Lloyds Bank 
look after 


your interests 


SEE THE MANAGER OF YOUR LOCAL BRANCH 


DEN NORSKE CREDITBANK 


Estabtishea 102 


OSLO, 
NORWAY 


Branches: Arendal, Larvik, Lillesand, Mandal, Porsgrunn, Risor. 
Solor (Flisa), Tonsberg. 
Every Description of Banking Gusiness transacted 
Correspondence invited 
“ Creditbank ” 


Telegraphic Address : lelephone : "421820 Oslo” 





UNIVERSITY OF CAMBRIDGE 


The Appointments Committee of the Faculty of Economics and 
Politics will shortly proceed to the appointment of a University Lecturer 
in Economics, to & filled by a person primarily concerned with the 
teaching of Economic History (mainly since 1750). 
will be governed by the Statutes and Ordinances of the University. 
The initial pensionable siipend of a University Lecturer is at present 
£250, and for the year 1947-48 there will be paid a non-pensionable 
bonus addition to the stipend of £75, or £50 if the Lecturer is a Fellow 
of a College. Amn allowance of £50 ‘for each dependent child will also 
be paid. ee ce ee a renee wae Se gpauted 


app pplications to reach the Secre- 
tary of the Faculty, The Marshall Library, Downing Street, Cambridge, 
by October 31, 1947. Bight copies of the application should be sent, 
Candidates are not required to send testimonials but may submit the 
mames of not more than two persons to whom reference may be made, 
and may also submit one copy of any publications. 


pealalainlleaiibailrtabiadrmimabaiemdaapiiastibaepoaekcd ee nantes big co ad cat | 
A teiacat Ons are invited for a vacancy which exists in a Market 

Research Department (Capital Machinery) from, preferably, ex- 
Service men, aged 27-32, with knowledge and University 
eeeenagen Knowledge of textiles and economics an advantage.—Box 


Printed in Great Britain 
Si Meataheake Wontt Lantecett "Bases 


CLEMENTS Press, 
Place, Strand, 


















The appointment | 
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BANK OF SCOTLAND, 


Constituted by Act of Parliament 1695 





AUTHORISED CAPITAL .... on ane oe eee 84,500,005 
CAPITAL FULLY PAID ... sii une sine nee £2,400,000 
RESERVE FUND & BALANCE carried forward .. a £2,765,948 
DEPOSITS & CREDIT BALANCES a 
as at 28th February, 1947 . ave elk bay £87,073,848 


Head Office: THE MOUND, EDINBURGH _ 
Over 200 Branches and Sub-Branches throughout Scotland, 
London Offices: 

CITY OFFICE, 30, BISHOPSGATE, E.C. 
PICCADILLY CIRCUS BRANCH, 16/18, PICCADILLY, w. 


Head Office: Branches throughout 


EDINBURGH SCOTLAND 


ESTO. 1625 
LONDON OFFICES: 37, Nicholas Lane, E.C.4; and 
18/20, Regent Street, Piccadilly Circus, S.W.1. 
Every description of Banking Service undertaken. 


NATIONAL BANK (OF | EGYPT. 


Incorporated m Egypt. 
Liability of Members is Limited. 


Head Office - - - a 








FULLY PAID CAPITAL 
RESERVE FUND- -  - — - 


~£3,000,000 
£3,000,000: 





‘\ fendee Office: 


6 & 7 King William Street, E.C4 


Branches in all the Principal Towns in EGYPT and the SUDAN 


REFUGE ASSURANCE COMPANY LTD. 
Chiet Office: OXFORD STREET. riANCHESTER, | 


ANNUAL iINCOMe tXCreo> 
ASSETS EXCEED 
CLAIM; PAIO tXCEED 

1946 Accounts 





DOMINION OF CANADA 
THREE-and-a-QUARTER per CENT REGISTERED STOCK 1950-5 


For the purpose of preparing Interest Warrants due November 1, 
the BALANCES will be STRUCK on the evening of October 1, 
after which date the Stock will be transferred ex-dividend. For 
Bank of Montreal. Financial Agents of the Government of the Dominite 


of Canada in London. 
A. D. HARPER, Manager 
47, Threadneedle Street, E.C.2. September 1, 194; 


MANAGER required take charge Frozen’ Ege ‘plant and and Export- 
business in Shanghai age 30/35, single, with practical ) 

Frozen Egg trade, and preferabl Universite sity graduate (B.Com. or 

Posi highest 





or Chartered Accountant, tion r integrity, 

ality, initiative, a, rising wit and ad cnintotrative ability. 

salary £1,000 et ing with increase of £250 p.a. for iirst two 
£1,500, prospects. Successful applicant would be 

to 1 proceed neue to Shanghai.—Reply, submitting ref 















eee MANAGER poaires by New ee aon 
active investment account in oo com: 





serves of local life insurance. f eee ity, 

ability essential. Tres commana aa eore st) ' 
assume early residence Manila and, marr 

family there aaversi ths. ot than U. 


months. Salary io 
| eaoply Gerald ($10,000) pa. plus Conk tea > net fe = bot 3 = 
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